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OHIO COUNTY PUBLIC SCHOOL DISTRICT
HARTFORD, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2012

As management of the Ohio County Public School District (District),
we offer readers of the District’s financial statements this narrative
overview and analysis of the financial activities of the District for the
SUCCESg fiscal year ended June 30, 2012. We encourage readers to consider the
information presented here in conjunction with additional information
found within the body of the audit.

opPORTUNITY :
COUMITMENT

FINANCIAL HIGHLIGHTS

« The beginning General Fund fund balance for the District was $2,403,529. The ending General Fund
fund balance at June 30, 2012 is $3,203,862.

« The District receives funding thru the SEEK formula and a significant factor of the formula is the average
daily attendance (ADA) of the prior school year. The District’s ADA for FY 2012 was 3,557 which is an
increase of thirty-five (35) over the prior year. This increase had a positive impact on our SEEK funding
of approximately $160,000.

o The District continues to monitor the Transportation and Maintenance Departments for improved
operational efficiencies, The two combined department’s expenditures decreased by approximately
$1,550,000 over the prior year.

« The District’s General Fund net transfers out during fiscal year 2012 were $310,772 while the prior year
was $2,241,153. The majority of the reduction can be attributed to the Auxiliary Gym Project. This
project is currently on hold and if officially closed during FY 2013 the funds available will be transferred
back to the General Fund fund balance.

« The District received a significant increase in the amount of unmined coal tax revenue for the current
fiscal year. The increase was $302,613 above the previous fiscal year.

Overview of the Annual Financial Report (AFR)

This annual report consists of a series of financial statements and notes to those statements. These statements
are organized so the reader can understand Ohio County Public School District as a financial whole, an entire
operating entity, in a manner similar to a private-sector business. The annual report consists of three parts:
(A) management’s discussion and analysis (this section), (B) the basic financial statements and notes, and (C)
required and other supplemental information. The statements then proceed to provide an increasingly
detailed look at specific financial activities. The District’s basic financial statements comprise three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements This report also contains other supplementary information in addition to the basic
financial statements themselves.
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The Government-Wide Financial Statements have two sections (1) the Statement of Net Assets and (2) the
Statement of Activities. The Statement of Net Assets and Statement of Activities provide information about the
activities of the whole District, presenting both an aggregate view of the District’s finances and a longer-term
view of those finances. Fund financial statements provide the next level of detail. For governmental funds,
these statements tell how services were financed in the short-term as well as what remains for future
spending. The fund financial statements also look at the District’s major funds with all other non-major funds
presented in total in one column, The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Notes to the Finanecial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.

Reporting the District as a Whole

One of the most important questions asked about the District is “How did we do financially during 20127”
The Statement of Net Assets and the Statement of Activities, which appear first in the District’s financial
statements, report information on the District as a whole and its activities in a way that helps answer this
question. These statements include all assets and liabilities using the accrual basis of accounting, which is
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similar to the accounting used by most private-sector companies, This basis of accounting takes into account
all of the current year’s revenues and expenses regardless of when cash is received or paid,

These two statements report the District’s net assets and changes in those assets. This change in net assets is
important because it tells the reader that, for the District as a whole, the financial position of the District has
improved or diminished. However, the District's’ goal is to provide services to our students, not to generate
profits as commercial entities do. One must consider many other non-financial factors, such as Kentucky’s
SEEK funding formula and its adjustments, the District’s property tax base, required educational programs
and other factors.

In the Statement of Net Assets and the Statements of Activities, the District is divided into two distinct kinds
of activities:

e Governmental Activities — Most of the District’s programs and services are reported here including
instruction, support services, operation and maintenance of plant, pupil transportation and extra-
curricular activities. The government-wide financial statements outline functions of the District that
are principally supported by property taxes and intergovernmental revenues (governmental activities).
Fixed assets and related debt are also supported by taxes and intergovernmental revenues.

» Business-Type Activities — These services are provided on a charge for goods or services basis to
recover all of the expenses of the goods or services provided. The District’s food service is reported as
business activities. These activities are funded thru fees, federal grants, and federal commodities.

Net assets may sexve over time as a useful indicator of a government’s financial position. In the case of the
District, assets exceeded liabilities by $34,485,599 as of June 30, 2012,

The largest portion of the District’s net assets reflects its investment in capital assets (e.g., land and
improvements, buildings and improvements, vehicles, furniture and equipment and construction in progress);
less any related debt used to acquire those assets that is still outstanding ($28,259,471). The District uses
these capital assets to provide services to its students; consequently, these assets are not available for future
spending. Although the District’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

The District’s financial position is the product of several financial transactions including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets.

Reporting the District’s Most Significant Funds
Fund Financial Statements

After looking at the District as a whole, an analysis of the District’s major funds follows. Fund financial
reports provide detailed information about the District’s major funds. The District uses many funds to
account for a multitude of financial transactions. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or objectives. Fund
accounting is a state mandated uniform system and chart of accounts for all Kentucky public school districts
utilizing the MUNIS administrative software. The District uses fund accounting to ensure and demonstrate
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compliance with finance-related legal requirements. All of the funds of the District can be divided into three
categories: governmental, proprietary and fiduciary funds. Fiduciary funds are assets that belong to others.
The school activity funds and private purpose trust funds are reported as fiduciary funds. A proprietary fund
is sometimes referred to as an enterprise fund. It is a fund that operates like a business with sales of goods
and services. All other activities of the district are included in the governmental funds. The major
governmental funds for the Ohio County Public School District are the general fund and special revenue
(grants).

Governmental Funds - Most of the District’s activities are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end available for spending in future
periods, These funds are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be converted to cash. The governmental fund
statements provide a detailed short-term view of the District’s general government operations and the basic
services it provides. Governmental fund information helps determine whether there are more or fewer
financial resources that can be spent in the near future to finance educational programis. The relationship (or
difference) between governmental activities (reported in the Statement of Net Assets and the Statements of
Activities) and governmental funds is reconciled in the financial statements.

Proprietary Funds - Proprietary funds use the same basis of accounting as business-type activities; therefore,
the statements for the proprietary fund will essentially match. The District’s school food service operation,
school wide day care operation, school auditorium, high school day care operation, and the community
education operation are within the proprietary business-type activities.

Fiduciary Funds — Fiduciary funds account for assets held by the District in a trustee capacity or as an agent
on behalf of others. Trust funds account for assets held by the District under the terms of a formal trust
agreement. The schools’ activity funds (or agency funds) balance at year-end totaled $182,559. The
Districts’ private purpose trust gross assets at year-end totaled $4,913,158.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Assets
June 30, 2011 June 30, 2012 Change
Assets

Current and Other Assels 7,765,034 3 6,813,855 (951,179)
Capital Assets 52,007,743 51,357,661 (650,082)
Total Assets 59,772,777 58,171,516 {1,601,261)

Liabilities
Long Term Liabilities 22.917.897 21,185,999 {1,731,898)
Other Liabilities {current) 3,481,414 2,499,918 {981,4986)
Total Liabilities 26,399,311 23,685,917 (2,713,394)

Net Assets
Investment in capital assets (het of debf) 28,081,892 28,259,471 197,679
Restricted 4,781,212 2,768,490 (2,012,722)
Unrestricted 407,011 3,457 638 3,050,627
Total Net Assets 33,250,115 34,485,599 1,235,484



Revenues
Program Revenues:
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions

General Revenues:
Property Tax
Motor Vehicle Tax
Unmined mineral tax
Utilities Tax
Cther Tax
State Aid
Investment Earnings
Other
Total Revenues

Revenues

June 30, 2011

$ 574,882
8,671,042
2,814,912

3,860,474

682,774

172,361

1,361,191

86,319

21,436,553

79,044

280,065

$ 39,929,617

Revenue Variances

$

June 30, 2012

710,554 §

8,231,313
242 365

4,254,823
684,871
474,974

1,420,141
35,774
22,345,702
42,730
634,710

39,077,957 $

Change

135,672
(339,729)
(2,572,547)

394,349
2,097
302,613
58,950
(50,545)
909,149
(36,314)
344,645
(851,660)

$1,500,000 TR
$1,000,000 :
$500,000 - : ..
${500,000)

$(1,000,000)

$(1,500,000}

${2,000,600}

${2,500,600)

I Charges for Services

Operating Grants and Contributions

Capital Grants and Contributions

Property Tax

Motor Vehicle Tax

Unmined mineral tax

Ultiities Tax

Other Tax

State Ald

Investment Eamings

Other

$(3.000,000) L




Instruction

Student Support Services
Instructional Staff Support Services
District Administration

School Administration

Business Administration

Piant Operations & Maintenance
Student Transportation

Facilities Acquisition and Construction

Community Service Activities
Other
Interest on long-term debt
Food Service
Community Education

Total Expenses

Expenses

June 30, 2011

$ 21,217,069
1,296,137

1,718,060

627,974

1,890,850

1,239,075

2,899,313

2,999,108

1,433,621

430,771

1,216,041

1,322,863

2,100,828

- 107,988

$ 40,600,709

Expense Variance

$

$

June 30, 2012 Change
21,272,415 $ 55,346
1,270,870 (25,267)
1,762,236 43,176

693,877 65,903
1,921,042 (69,808)
1,381,306 142,231
3,962,868 1,063,555
3,128,892 129,784
- (1,433,521)
384,689 (46,082)
- (1,216,041)
731,922 (591,041)
2,248,476 147,647
108,920 922
38,867,513 $ (1,733,136)

§$1,5600,000

0O [nstruclion

o StudeniSupporl Services

$1,000,000

0 |nstructional Slaff Support Services

0 District Administration

$500,000

$(500.000)

B School Adminisiration

o Business Administration

o PiantQperations & Maintepance

0O Siedent Transportation

! Facillies Acquisition and Censtruclion
8 Communily Sarvice Aclivities

# Qtiher

$(1,000,000)

@ Intereston loeng-lem debt

Food Service

$(1,500,000)

Community Education

$(2,000,000} : —

o The District’s total revenues were $39,077,957 and the total expenses were $38,867,513. Revenues

exceeded expenses by $210,444.

e State revenues accounted for 57% and local taxes accounted for 18% of the revenue.
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o Instruction was the major expense category and accounted for 55% of the total.

Financial Analysis of the District Funds

Changes in End-of-Year Fund Balances FY 2011 FY 2012 Amount of Change  Percent of Change
General Fund $ 2403529 § 3203862 § 800,333 33%
Special Revenue $ 593,348 § 408473 § (184,875} -31%
Construction Fund $ 2,091,906 $ 2,024,598 $ (67,308} -3%
Other Governmental Funds $ 35471 § 35961 $ 490 1%

Food Service $ 1,136,430 § 1,047,248 § (89,182) -8%

Changes in End-of-Year Fund Balances

$3,600,000

$3,000,000

$2,500,000

$2,000,000

OFY 2011
BFY 2012

$1,500,000

$1,000,000

$500,000

Generat Fund Special Revenue Construction Other Food Semvice
Fund Governmental
Funds

The General Fund’s fund balance showed a positive change of 800,333,
The Special Revenue Fund had a negative change of $184,875.
The Construction Fund had a negative change of $67,308.




¢ The Other Governmental Funds had a positive change of $490.

o The Food Service Fund’s balance showed an $89,182 decrease.

Comments on General Fund Budget Comparisons

o The District budgeted for its local revenues (taxes, earned interest, and tuition) in a conservative
manner. Thus, local revenues were higher than budgeted (§305,050).

e Expenditures were less than budgeted primarily because of unspent contingency funds.

e General Fund budget compared to actual revenue varied from line item to line item with the ending
actual fund balance being $411,329 more than the prior year.

o District administration shows a $1,025,268 favorable variance. The reason is that this is where the
District’s contingency is budgeted. The contingency is not meant to be expended, but is to be used as
the District’s beginning balance for next year. The contingency budgeted was actually $1,116,628.

The following tables present a summary of revenues and expenditures of the General Fund for the fiscal year
ended June 30, 2012.

Revenues Amount
Local revenue sources $ 6,675,609
Property Tax 3,773,471
Motor Vehicle Tax 624,208
Utilities Tax 1,420,141
Unmined Minerals Tax 474,974
Other Taxes 35774
Tuition and fees -
investment earnings 24 547
Other Local Revenue 322,494
State revenue sources 22,345,702
Federal revenue sources 51,509
Total Reventues $ 29,072,820




General Fund Revenue Sources

Federal revenue Local revenue
sources ‘ sources
0% 23%

\

State revenue
sources
77%

The majority of revenue was derived from state funding 77%, with local revenue sources making up 23% of
total revenue.

Expenditures FY 2012
Instruction 3 15,893,879
Student Support Services 1,229,506
instructional Staff Support Services 1,140,858
District Administration 493,610
Schootl Administration 1,808,986
Business Administration 1,011,861
Plant Operations & Maintenance 3,780,473
Student Transportation 2,791,280
Food Service - non-instructional 266
Facilities acquisition & construction -

Total Expenditures $ 28,350,719



General Fund Expenditures

Sludent Transportation

Plant Operations & 10%

Maintenance
13%

Business Administration
4%

Schocl Administration
%

District Administration/

2%

Instructional Staff
Support Services
4%

The majority of expenditures were in the area of Instruction at 56% with Plant Operations & Maintenance

expenditures being 13%.

Food Service - non-
instructional
0%

Student Support Services

4%

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

Instruction
56%

By June 30, 2012, the district had invested $50,529,272 in capital assets, net of accumulated depreciation.
This included land, school buildings, athletic facilities, maintenance facilities, computer equipment and
administrative offices. The cumulative total of assets was $84,283,694 with accumulated depreciation of

$33,754,422.

SUMMARY OF CAPITAL ASSETS

June 30, 2011 June 30, 2012 Change
Assets

Land $456,873 $456,873 $0
Construction in progress $1,376,237 $1,908,475 $532,238
Land Improvements $1,137.098 $1,042,188 {$94,910)
Buildings & Improvements $44,321,714 $42 929 376 {$1,392,338)
Technology Equipment $1,001,675 $983,106 ($18,469)
Vehicles $1,463,334 $1,163,120 ($300,214)
General $2,250,912 52,046,134 ($204,778)

Total Assets $52,007,743 $50,529,272 ($1,478,471)
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Capital Assets Variance

$1.000,000 - - e T e Nl
$500,000 — . .- ; — ) - = oland Improvements
| | . 1Buiklings & imgrovemants
S0 .. | B : ¥ Technolegy Equipment
. | DVehicles
{$500,000) HGeneral
pland
{$1,000.000} B Construdion in progress

($1,500,000)

School Revenue Bonds Payable

At year-end the district had $22.0 million in school revenue bonds outstanding. The net decrease of school
revenue bonds payable was $1,540,000. This net decrease was due to the current fiscal year principal

payments.

School Revenue Bonds FY 2012 FY 2011
Series 2010B - OCHS HVAC Project $ 850,000 $ 890,000
Series 2010B2 - Refinancing Series 19398 $ 740,000 % 1,180,000
Seriers 2010B3 - Refinancing Series 2002 3 1,320,000 $ 1,335,000
Series 2010- Refinancing 1989A $ 735000 % 830,000
Series 2009 - Roofing Project (Western/OCHS/OCMS)  § 520,000 3 535,000
Series 2008 - Beaver Dam Elementary 3 10,680,000 $ 13,790,000
Series 2005 - Partial Refinancing 2000 3 4,100,000 § 4,180,000
Series 2003A - Partial Refinancing 1993B & 1994A $ 740,000 §$ 1,095,000
Series 2003B - Partial Refinancing 1996 $ 2,325,000 $ 2,680,000
Series 2002 - Beaver Dam Elementary $ - $ 25,000
Total $ 22,010,000 $ 23,550,000
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Outstanding Debt

v Series 2002 -Beaver Dam Elementary

$25,000,000 :
i Series 20038 - Partizl Refinancing 1956
I
| |
l i + Serles 2003A - Partiai Refinancing 19938 & 1994A
$20,000,000
H © Serles 2005 - Partizl Refinancing 2800
i
5> Series 2008 -Beaver Dam Elementary
$15,000,000
vz Series 2009 - Roafing Project
{Western/OCHS/OCMS)
Series 2010-Refinancing 15994
310,000,008 |
= Serlers 201083 - Reflnancing Series 2002
f Series 201882 - Refinancing Series 19998
$5,000,000
® Serles 20108 - OCHS HVAC Profect
s- - -
FY 2012 F¥ 2011

BUDGETARY IMPLICATIONS

It is extremely important that the district continue to budget very conservatively. The District receives
approximate 76% of its general fund revenue each year through the state funding formula (SEEK).

The SEEK forecasts from the state should be considered only an estimate of state revenue. If the state does
not get the revenue from taxing sources, an adjustment will be made to the funding formula. The District
should always be prepared for such reductions in funding.

Approximately 24% of the general fund revenue is from local property tax. The major portion of the tax
revenue does not come to the district until the fifth-seventh months. This means the general fund’s beginning
fund balance must be used to absorb much of the first four months of expenditures. Provisions must always
be made to have a significant beginning fund balance to start each year.

By law the budget must have a minimum 2% contingency. The District adopted a budget with $1,116,628 in
contingency (3.54%). The beginning fund balance for beginning the fiscal year was $2,403,529. The ending
fund balance is $3,203,862. The District must continue to find ways to become more efficient with
operational departments in an effort to provide the necessary funding to necessary programs.

DISTRICT CHALLENGES FOR THE FUTURE

The primary challenges for Ohio County Public Schools are to continue to reach the academic accountability
goals established by the Commonwealth of Kentucky, continue to maintain our modern facilities, and
preserving the current level of financial stability.

The District’s challenge to reach the academic accountability goal established by the Commonwealth of
Kentucky will be accomplished by several ineans. The primary goal is to maintain our competitive salary
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schedules to help attract quality leadership, teachers and support staff. The District also needs to continue to
maintain our pupil/teacher ratio at levels below the levels recommended by the state, Maintaining sevexal
programs will also help the District overcome this challenge. These programs include, but are not limited to,
full day kindergarten, response to intervention (RTI), and advancement in the area of technology.

The second challenge mentioned above is to maintain our modern facilities. The District has suspended the
annual financial commitment in order to maintain our current facilities. During FY 2012, the District did not
transfer $400,000 of the General Fund revenues to the restricted construction account within the General
Fund. The current balance within the restricted construction account as of June 30, 2012 is $740,023. This
restricted account will help the District recover from any unforeseen major facility repairs, help keep the
current facilities in excellent condition and construct any required facilities which do not meet the Kentucky
Department of Education guidelines or not large enough to require a bond sale.

The third challenge mentioned above is preserving the current level of financial stability, The district
receives 76% of the general fund revenues from the State of Kentucky through the SEEK formula. With the
financial condition of both the nation and state, the next four years will play a vital role in maintaining our
financial stability.

Questions regarding this report should be directed to Mr. Brian L. Decker, Chief Financial Officer, located at
315 East Union Street, Hartford, KY 42347, by phone at 270.298.3249 extension # 249, or e-mail at
brian.decker@ohio.kyschools.us.

13



ALEXANDER & COMPANY CPAs PSC

CERTIFIED PUBLIC ACCOUNTANTS
-SERVING OUR CLIENTS SINCE 1924 -

ROBERT E. NATION, CPA 2707 BRECKENRIDGE STREET, SUITE { DONALD W, HAAS, CPA
LARRY E. O'BRYAN, CPA OWENSBORO, KENTUCKY 42303 JERRY L. KELLER, CPA
J.L. BYRNE, CPA TELEPHONE {270) 684-3237 JENNIFER L. ESTES, CPA
W.A, (TONY) BYRNE, CPA FAX (270) 684-3200 DONNA K. RISLEY, CPA
JOSEFH B. KELLER, JR,, CPA E-MAIL: ACO@ACOCPANET KAREN L. ROBY, CPA

CASSY P. JOHNSON, CPA, MA
JULIE GARVIN CPA, CMA, CFM

INDEPENDENT AUDITORS' REPORT

Kentucky State Committee for School District Audits
Members of the Board of Education

Ohio County School District

Hartford, Kentucky

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of Ohio County School District (the
District) as of and for the year ended June 30, 2012, which collectively comprise the District's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the District's
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements prescribed by the State Committee for
School District Audits in Appendix I to the Independent Auditor's Conlract - General Audit Requirements, Appendix
Il to the Independent Auditor's Contract - State Audit Requirements, Appendix lll to the Independent Auditor's
Contract - Audit Exfension Request, and Appendix IV to the Independent Audifor's Confract - Instructions for
Submission of the Audit Report. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the District as of June 30, 2012, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 13, 2012, on
our consideration of the District's internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.
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Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 1 through 13 and, 47 through 48 be
presented to supplement the basic financial statements. Such information, although nota part of the basic financial
statements, is required by the Governmental Accounting Standards Board, which considers it to be an essential
part of the financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquires of management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquires, the basic financial statements, and other knowiedge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District's financial statements as a whole. The introductory section, and combining and individual nonmajor
fund financial statements, are presented for purposes of additional analysis and are not a required part of the
financial statements. The accompanying schedule of expenditures of federal awards is presented for the
purposes of additional analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and is also not a required part of the financial
statements. The combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in refation to the financial statements as a whote. The
introductory section has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provided any assurance on it.

WQ/&W eras /S

Owensboro, Kentucky
November 13, 2012
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OHIO COUNTY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
June 30, 2012

Governmental Business-type
ASSETS Activities Activities Tolal
Current Assets
Cash and cash equivalents $ 4,660,006 3 521,608 % 5181614
fnvestments - - -
Accounts receivable 889,767 15,741 905,508
Promise to give - - -
Inventory 177,644 110,173 287,817
Prepaid expenses 438,916 - 438,916
Prepaid interest - - -
Interest receivable - - -
Total current assets 6,166,333 647,522 6,813,855
Noncurrent Assets
Bond issuance costs 828,389 - 828,389
Capital assets 83,039,661 1,244,033 84,283,694
Less: Accumulated depreciation (32,928 443) {824,879) (33,754,422)
Total noncurrent assets 50,938,607 419,054 51,357,661
Total assets $ 57,104,940 $ 1,066,576 $ 58,171,516
LIABILITIES
Current Liabilities
Accounts payable $ 239,646 $ 5,786 $ 245,432
Retained percentage contracis 33,273 - 33,273
Accrued payrolf and withholding obligations 216,042 - 216,042
Due to other funds - - -
Deferred revenues 37,751 - 37,751
Current portion of bond obligations 1,580,000 - 1,580,000
Current portion of capital lease obligations 148,835 - 148,835
Current portion of accrued sick [eave 95,765 - 95,765
Interest payable 142,820 - 142 820
Total current liabilities 2,494,132 5,786 2,499,918
Noncurrent Liabilities
Noncurrent portion of bond obligations 20,430,000 - 20,430,000
Noncurrent portion of capital lease obligations 110,985 - 110,965
Noncurrent portion of accrued sick leave 645,034 - 645,034
Total noncurrent liabilities 21,185,999 - 21,185,999
Total liabilities $ 23,680,131 $ 5786 $ 23,685,917
NET ASSETS
invested in capital assets, net of related debt  $ 27,840 417 3 419,054 $ 28,259,471
Restricted for:
Capital projects 2,126,754 641,736 2,768,490
Unrestricted 3,457,638 - 3,457,638
Total net assets $ 33,424,809 $ 1,060,790 $ 34,485,580

The accompanying notes are an integral part of the financial stalements.
16



Li

"SHUBWSES [R1ouBUY )l Jo Ued (eiBsiul ue Rue setou BulAuedulosoe ay s

Buipue - sj@sse 1aN

uawisn{py porad Joud
Bujuuibag - s1es8e 19N
sposse Jou ul abueyn

SI3JSUBS] pue SINUIARI |eiauab [ejo]
[SENS-M ]

SNOAUe|[@ISIN
SUOINQUILOD

suelb ejnuugy pue aelg
sBuLIea JusLWISaAL|
STKE] O NaK Ul SNUSADY
saxe} AN

SIXB} SO

Xe] (elaunt peudun
SIXE} DA JC1ON
saxe; Ayadoig
SaNUIAlY JRIBUBS)

665587 ¥E  $ 064090°L & 802°¥VTVEE S
839°L06 - 689'L06
asb'eie'ee 0ZF'LgL'L = AR A A
rr0LZ (ces'oaL} PLO'LLE
SZ.'C68'6T (rep'ast) 65L'050°08
- (e4¥'851) clV'651
SE0'YED - SEQ'vED
548 - 59
Z0L'5ve'TT - 204'5vE'TT
0EL'ZY 680'C L69'6E
LLoZe L - AN AR
vii'se - yLL'GE
LGy - PiB'YiY
L42'729 - 1.8'v89
fora:a-rat S - $ gza'vse'y %
{lgg'cee’sz) $ $08'65 ) (ca0'6e2'62) S
¥08'55 ¥08'65 -
[CTWN] Gty -
FATAIR:) ASTAA: -
(580'68.'62) - {520'68. 62)
Z9L'81 - ZoL'gl
(a0 zL8) - (e90'2L8)
(e voE} - (ogz'voR)
{reL'g) - (veL's)
{c62'sTL'S) - (z68'8Z1'E)
{zsg'096'e) - (z58'096°¢)
{g0e'L9e'L) - {oce'Lee’L)
{z¥0'1zs's) - (Zvo'Lze'L)
(£28'c69) - (118'269)
(ogz'zHs'L) - {ogz'zoL'L)
(g95'857°L) - {eg'egz'y)
(ege'saL'vi) ¢ - $ {egs'sal'vl) 8
|RIC ] SIUAINIY SINIALRDY
adf-ssauisng |BIUOEELLIE ALY

§1955Y 39N Ut sabueyn

pue anuaazy (asuadxg) jeN

S9e'Zre $ AT A g ¥S50LL £15'298'88  $
60528 LZIYEL L 9E6 £BG Z9Z'6rE'T
- B LY ls 026904
606'Z9 LZ9'vTL'L oY 005 VeV’
958651 265'906'9 919'ZLL LGZ'RLE'SE
- - Zol'gl -
958°651 - - zZ25'LeL
- - £S¥'08 689'78¢
- - - vel'g
- - - Z62'gZL'e
- - Q10T 898'796'c
" - - S0e'Lee':
- - - Zro'iee’t
- - - 128'c69
- - - 98T'z8L'L
- - 186°11 028'0.2°L
- $ 269'905'9 s - SLP'ZLTIZ S
sSUonNQLIUoD suonngquuen SVAARG WOMC@QKW
PUE SjuRID) pue sjueig 103
1eyden Buneiado sabBieyn

s3anuaaay weibosy

ZL0Z ‘0g sunp papus Jeak ayyaod
SALLIALLOY JO INIWTLYLS
L1214LSIT TOOHIS ALNNOD OHO

IDLISIP [00YDS 30,

sapAlloe adAl-ssauisng 1230
SN0
301M18S pOoH

samAoy adf-ssauisng

SaPIALOR (EuaWLIBAch [ey0 ]
1BRO
199 Wwua) BUQ| o 1saa)|
UOBINIISUOD puUE uoRisINbDe sayj|loey
SAUANSE S0IIBS AUUNWILOD
uoneiado ATIAIBS POOL
oUYO BNUIY
uopeyodsues] Wapme
SIUBUIPIBW PUE UONEsDdO JUBjY
s5aUISNg
FANRASIUILPE (00U
2AleASIULDE JOUISI]
HEIS uoRonsy|
wapmg
sa01des poddng
Uolorsyy
SALUAOY |BIUIILIIACC)

SAVYOOUL/SNOILLINNL



OHIO GOUNTY SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2012

Construction Other Total Governmental
Ceneral Fund Special Revenue Fund Governmenlai Funds Funds
ASSETS AND RESOURCES:
Cash and cash equivalents $ 2,589,447 $ - 3 2,024,598 $ 35,961 $ 4,660,006
Accounts recejvable 345,470 844,297 - - BBE 767
Prepaid expense 438,916 - - - 438,916
Inventories 177,644 - - - 177,644
Due from other funds 72,763 - - - 72,783
Interest receivable - - - - -
Total assels $ 3,634,240 3 544,287 5 2,024,598 $ 35,861 3 6,235,656
LIABILITIES AND FUND BALANCES
Liabilitles
Accounts payable $ 214,338 3 25,310 3 - $ - 3 238,646
Retained percentage centracis - - 33,273 - 33,273
Accrued payroli and related expenses 216,042 - - - 218,042
Accumigaled sick leave - curreat - - - - -
Due to other funds - 72,783 - - 72,783
Deferred revenues - 37,751 - - 37,751
Obligations under capital {ease - - - - -
Debt obligations - - - . -
Total liabilities 430,378 135,624 33,273 - 598,475
Fund Balances
Nenspendable 616,558 - - - 616,559
Restricted 100,000 - 1,991,325 35,429 2,128,754
Committed 863,685 - - - 863,685
Assigned 126,863 119,070 - - 245,873
Unassigned 1,495,815 289,403 - 532 1,786,750
Total fund balances 3,203,862 408,473 1,991,325 35,961 5,639,621
Total liablilties and fund balances 3 3,634,240 3 544,287 3 2,024,548 3 35,961 $ 6,239,096

The accompanying notes are an infegral part of the financial statements.
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OHIO COUNTY SCHOOL DISTRICT
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Assets
June 30, 2012

Total fund balances - governmental funds $ 5,639,621

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources and therefore
not reported as assets in governmental funds. The cost of the assets is $ 83,039,661
and the accumulated depreciation is $ 32,929,443, 50,110,217

Property taxes receivable will be collected this year, but are not available soon enough to
pay for the current period's expenditures and therefore are deferred in the funds. -

Certain long-term assets are not reported in the governmental funds because they are
not available to pay current-period expenditures, but they are reported in the statement
of net assets. .

Bond issuance costs reported as an expenditure in the governmental fund financial
statement are capitalized in the government-wide financial statements. 828,389

Long-term fiabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported as liabilities in the funds. Long-term liabilities
at year-end consist of:

Leases payable (259,799)
Bonds payable (22,610,000)
Accrued interest on the bonds (142,820)
Accrued sick leave (740,799)
Total net assets for governmental activities $ 33,424,809

The accompanying notes are an integral part of the financial statements.
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OHIO COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the year ended June 3¢, 2012

Revenues
From local scurces
Properly taxes
Metor vehicle laxes
Unmined minerals
Utility taxes
Franchise taxes
Clher laxes
Revenue other local gevernment unils
Tuition and fees
Transportation
Earnings on invesimenis
Food Service
Student aclivities
Commupify service aclivilles
Ciher local revenues
State sources
SEEK
Ciher
Federal - direct
Federal « indirect
Intermediale sources
Other revenues
Total revenues

Expenditures
Instruction
Suppor senvices
Student
Instruction staff
District adminisiration
School adminisiration
Business
Plant operation angd malntenance
Student transpartation
Food service aperation
Communily service aclivities
Facflities acquisition and conslruction
Other
Total expenditures

Excess [deficit) of revenues over expenditures

Other Financing Sources (Uses)
Bend proceeds
Payment {o refunding debt escrow ageant
Operating transfers in
Operating transfers out
Total othar financing sources {uses)

Excess {deficit) of revenues and other
financing sources over expenditures and
other financing uses

Net change In fund balances
Fund balance, June 30, 2011
Prior Period adjustment

Fund balance, June 30, 2012

Other Governmental Tols! Governmentat
General Fund Special Revenug Consiruclion Fund Funds Funds

3 3,773,471 $ - % - $ 481,352 % 4,254 823
624,208 - - 60,663 684,871
474,974 - - - 474,974
1,420,141 - - - 1,420,141
35,774 - - 35,774
24,547 783 14,345 6 39,691

- 4,713 - - 4,713

- 80,453 - - 80,453

321,819 467,948 - - BO9, 767
16,549,498 - - - 16,549,498
5,796,204 1,373,373 - 1,946,847 9,116,424
51,509 - - - 51,508

- 3,134,963 - - 3,134,963

- - - 11,576 11,576

&75 - - - 675
28,072,820 5,082,243 14,345 2,500,444 36,669,852
15,993,879 3,857,920 - - 19,851,799
1,229,506 41,364 - - 1,270,870
1,140,858 520,203 - 1,761,081
493610 - - 493,610
1,908,988 5,848 - - 1,944,834
1,011,861 366,566 - - 1,378,427
3,780,473 1,561 - - 3,782,034
2,791,280 652,093 - - 2,853,373
266 7,868 - - 8,134

- 384,689 - - 384,689

- 594,242 . 594,242

- - 2,413,010 2,413,010
28,350,719 5,348,112 594,242 2,413,010 36,706,083
722,101 (265,869) (579,897} 87,434 {36,231)
326,625 374,154 476,195 1,531,951 2,708,925
{637,397} {293,160) - {1,618,885} {2,548,452)
{310,772} 80,954 476,195 (86,944) 169,473
411,328 {184,875} {103,702} 490 123,242
411,328 (184,875} {403,702 490 123,242
2,403,529 593,348 2,091,506 35471 5,124,254
389,004 - 3321 - 392,125

$ 3,203,862 $ 408,473 $ 1,691,325 3 35,961 $ 5,638,621

The accempanying notes are an intergral part of the financial statements.
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OHIO COUNTY SCHOOQOL DISTRICT
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
o the Statement of Activities
For the Year Ended June 30, 2012

Totat net change in fund balances - governmental funds $ 123,242

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their estimated usefu lives as
depreciation expeanse. This is the amount by which capital outlays ($ 1,066,673)
exceeded depreciation ($ 2,473,721) in the current peried. {1,407,048)

In the statement of activities, only the gain {loss) on the sale or disposal is reported,
whereas in the governmental funds, the proceeds from the sale increase financial
resources, Thus, the change in net assels differs from the change in fund balance by
the cost of equipment sold. {37,064)

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. -

The proceeds of debt issuances provide current financial resources to governmental
funds. But issuing debt increases long-term liabilities in the statement of net assets. -

Repayment of bond principal and capital lease payments are an expenditure in the
governmental funds, but the payments reduce long-term liabilities in the statement
net assets. This is the amount of the payments. 1,676,051

In the statement of activities, certain operating expenses - compensated absences
(sick pay) are measured by the amounts earned during the year. In the governmental
funds, however, expenditures for these items are measured by the amount of financial
resources used (essentially, the amounts actually paid). This Is the amount that
used exceeded sick leave earned. 66,066

Interest on long-term debt in the statement of aclivities differs from the amount reported
in the governmental funds because interest is recognized as an expenditure in the funds
when it is due and thus requires the use of current financial resources. In the statement
of activities, however, interest expense is recognized as the interest accrues, regardless
of when it is due. The additional interest reporied in the statement of activities is the
net result of accrued interest on bonds, leases and contracts payable. 5,037

Bond issuance costs reported as an expenditure in the governmental fund financial

statement are capitalized in the government-wide financial statements. (115,210)
Change in net assetls of governmental activities 3 311,074

The accompanying notes are an integral part of the financial statements.
21



ASSETS

Current Assets
Cash and cash equivalents
Accounts receivable - other
Inveatories
Total current assets

Noncurrent Assets
Capitai assels
Less: Accumulated depreciation
Total honcurrent assets

Total assets
LIABILITIES
Current Liabilities
Accounis payable
Accrued payrolt and withholding obligations

Total current liabilities

Total liabilities

NET ASSETS
invested in capital assels, net of related debt
Restricted

Total net assets

OHIQO COUNTY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2012

Food Service Other Enterprise
Fund Funds Total
512,711 3 8,837 $ 521,608
10,493 5,248 15,741
110,173 - 110,173
633,437 14,085 647,522
1,244,033 - 1,244,033
(824,979) - (824,979}
419,054 - 419,054
1,052,491 $ 14,085 $ 1,066,576
5,243 3 543 5,786
5,243 543 5,786
5,243 $ 543 $ 5,786
419,054 - 419,054
528,194 13,542 41,736
1,047,248 3 13,542 5 1,060,790

The accompanying notes are an integral part of the financial statements.
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OHIO COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS
For the year ended June 30, 2012

Food Service Qther Proprietary
Fund Funds Total

Operating Revenues

Food service sales $ 499,153 § - $ 499 153

Other operating revenues 1,311 97,472 98,783

Total operating revenues 500,464 97,472 597,836
Operating Expenses

Salaries and wages 1,059,332 104,468 1,163,798

Professional and contract services 54,952 4,454 59,406

Supplies and materials 1,069,567 - 1,069,567

Deprectation 55,977 - 55,977

Other oparaling expenses 514 - 514

Total operating expenses 2,240,342 108,820 2,349,262
Operating income (loss) {1,739,878) {11,448) (1,761,326)
Nonoperating revenues {(expenses)

Federal grants 1,541,918 - 1,541,918

State grants 23,794 - 23,794

Other state funding 158,908 - 168,908

Danated commedities 82,509 - 82,508

interest income 3,039 - 3,039

Total nonoperating revenues {expenses) ~ 1,810,169 - 1,810,169
Net income {loss} before transfers 70,291 {11,448) 58,843

Transfers out (159,473} - {159,473}
Change in Net Assets {89,182} {11,448} (100,630}
Total net assets, June 30, 2011 1,136,430 24,980 1,161,420
Total net assets, June 30, 2012 $ 1,047,248 3 13,542 $ 1,060,790

The accompanying notes are an integral parl of the financial statements.
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Cash Flows from Operating Activities
Cash received from lunchroom sales
Cash received from government grants
Cash received from other activities
Cash payments to employees for services
Less accrued Rability
Cash payments 1o suppliers for goods and services
Cash payments for other operating activities
Net cash from operating activities

Cash Flows from Capital Financing Activities
Transfers
Acquisition of capital assets
Disposal of capital assels
Net cash from capital financing activities

Cash Flows from Noncapital Financing Actlvities
Nonoperating grants received
Net cash from noncapital financing activities

Cash Flows from Investing Activities
interest on investments
Net cash Hows from investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents - beginning
Cash and cash equivalents - ending

Reconclifation of Operating income {Loss) to Net Cash
Provided {Used) by Operating Activities
Operaling income {loss)

Adjusiments fo Reconcilfe Operating Income {L.oss] to
Net Cash Provided {Used) by Operating Activities
Depreciation
Interest
Noncash donations
Loss on disposatl of assels
Changes in assets and labilities:

Receivables
Inventory
Accounts payable
Accrued liabilities
Deferred revenue
Due to other funds

Net Cash Provided by Operating Activilies

Noncash noncapital financing activities:

During the year the district received $ 82,509 of food commodities from the U.8. Department of Agriculture.

OHIO COUNTY SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the year ended June 30, 2012

Food Service Other Proprietary
Fund Funds Total

i3 499,153 $ - 499,163
1,312 85,539 96,851
(1,059,332) {104,468) (1,163,798)
(1,023,773) {5,28%) (1,029,068)
{514) - (514)
(1,583,160) (14,216} {1,597,376)
{159,473) - {159,473)
(22,539) - (22,538)

921 921
(181,091) - {181,081)
1,727,651 - 1,727,851
1,727,651 - 1,727,651

3,038 - 3,039

3,038 - 3,039
{33,561) (14,216} (47,777}

546,332 23,0563 569,385

$ 512,771 ) 8,837 521,608
$  (1,739,878) $ (11,448) {1,751,326)
56,977 . 56,977

82,500 - 82,509
- (1,933 (1,933}

15,305 - 16,305

2,927 (835) 2,092
3 {1,683,160) $ {14,216) (1,597,376}

The accompanying notes are an integral part of the financial statements.
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ASSETS
Current Assets
Cash and cash equivalenis
Investments
Total current assets
Noncurrent Assets
Capital assets
Total noncurrent assets
Total assets
LIABILITIES
Current Liabilities
Accounis Payable
Due fo student groups
Total current liabilities

Noncurrent Liabilities
Total noncurrent liabilities

Total liabilities
NET ASSETS

Restricted
Held in trust for scholarships

Total net assets

QHIO GOUNTY SCHOOGL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
June 30, 2012

School Activity Private Purpose Total Trust
Funds Trust Funds Agency Funds

$ 182,559 8 78,258 260,817
- 4,834,900 4,834,800

182,559 4,913,158 5,095,717

$ 182,659 $ 4,813,158 5,095,717
$ 1,948 $ 72,530 74,478
180,611 - 180,611

182,559 72,530 255,089

$ 182,559 § 72,530 265,089
- 4,840,628 4,840,628

$ - 5 4,840,628 4,840,628

The accompanying notes are an integral part of the financial statements.
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OHIC COUNTY SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
For the year ended June 30, 2012

School Activity Private Purpose
Funds Trust Funds Total

Additions

Net interest and investment gains (losses) $ - $ 240,482 3 240,482

Private donations - - -

Other additions 489,021 13,363 502,384

Total additions 489,021 253,845 742, 866
Deductions

Payments and Scholarships - 240,577 240,577

Other deductions 488,021 - 489,021

Total deductions 489,021 240,577 729,598
Transfers out - - -
Change in net assets - 13,268 13,268
Total net assets, June 30, 2011 - 4,827,360 4,827,360
Total net assets, June 30, 2012 $ - $ 4,840,628 3 4,840,628

The accompanying notes are an integral part of the financial statements.
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OHIQ COUNTY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Ohio County Board of Education {Board), a five member group, is the level of government which has oversight
responsibilities over all activities refated to public elementary and secondary school education within the jurisdiction
of the Ohio County School District (District). The Board receives funding from focal, state and federal government
sources and must comply with the commitment requirements of these funding source entities. However, the Board
is not included in any other governmental “reporting entity" as defined in Section 2100, Codification of
Governmental Accounting and Financial Reporting Standards as Board members are elected by the public and
has decision making authority, the power to designate management, the responsibility to develop policies which
may influence operations and primary accountability for fiscal matters.

The District, for financial purposes, includes alf of the funds and account groups relevant to the operation of the
Ohio County Board of Education. The financial statements presented herein do not include funds of groups and
organizations, which although associated with the school system, have not originated within the Board itself such
as Band Boosters, Parent-Teacher Associations, etc., except for those funds administered as an activity in the
agency funds. '

The financial statements of the District include those of separately administered organizations that are controlied
by or dependent on the Board. Control or dependence is determined on the basis of budget adoption, funding and
appointment of the respective governing board.

Based on the foregeoing criteria, the financial statements of the following organization are included in the
accompanying financial statements: '

QOhio County School District Finance Corporation - The Ohio County, Kentucky, Board of Education resolved to
authorize the establishment of the Ohio County School District Finance Corporation (& non-profit, non-stock, public
and charitable corporation organized under the School Bond Act and KRS 273 and KRS Section 58.180) as an
agency of the Board for financing the costs of school building facilities. The Board Members of the Ohio County
Board of Education also comprise the Corporation's Board of Directors.

Basis of Presentation

Government - wide Statements: The statement of net assets and the statement of activities disptay information
about the District as a whole. These statements include the financial activities of the overall government, except
for fiduciary activities. Eliminations have been made to minimize the double-counting of internal activities. These
statements distinguish between the governmental and business-type activities of the District. Governmental
activities generally are financed through taxes, intergovernmental revenues, and other nonexchange transactions.
Business-type aclivities are financed in whole or in part by fees charged to external parties.

The government-wide statements are prepared using the economic resources measurement focus. This is the same
approach used in the preparation of the proprietary fund financial statements but differs from the manner in
which governmental fund financial statements are prepared. Governmental fund financial statements,
therefore, include reconciliation with brief explanations to better identify the relationship between the
government-wide statements and the statements for governmental funds.
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OHIO COUNTY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2012
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Presentation {continued)

manner in which governmental fund financial statements are prepared. Governmental fund financial
statements, therefore, include reconciliation with brief explanations to better identify the relationship between
the government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each segment of the business-type activities of the District and for each function or program of the
District's governmental activities, Direct expenses are those that are specifically associated with a service,
program or department and are therefore clearly identifiable to a particular function. Program revenues include
charges paid by the recipient of the goods or services offered by the program and grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Revenues that are not
classified as program revenues are presented as general revenues of the District, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each business segment or
government function is self-financing or draws from the general revenues of the District.

Fund Financial Statemenis: The fund financial statements provide information about the District’s funds, including
fiduciary funds. Separate statements for each fund category — governmental, proprietary, and fiduciary are
presented. The emphasis of fund financial statements is on major governmental, enterprise, and fiduciary funds,
each displayed in a separate column, All remaining governmental, enterprise, and fiduciary funds are aggregated
and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated
with the principal activity of the fund. Exchange transactions are those in which each party receives and gives up
essentially equal values. Nonoperating revenues, such as subsidies and investment earnings, result from
nonexchange transactions or ancillary activities.

The accounting and reporting treatment applied to a fund is determined by its measurement focus. Al
governmental fund types are accounting for using a flow of current financial resources measurement focus. The
financial statements for governmental funds are a balance sheet, which generally includes only current assets and
current liabilities, and a statement of revenues, expenditures and changes in fund balances, which reports on the
changes in total fund balances. Proprietary funds and fiduciary funds are reported using the economic resources
measurement focus. The statement of cash flows provides information about how the District finances and meets
the cash flow needs of its proprietary activities.

The District has the following funds:

Governmental Fund Types

These are the funds through which most governmental functions typically are financed. These funds included in
this category are as follows:

General Fund is the primary operating fund of the District. 1t accounts for financial resources used
for general types of operations. This is a budgeted fund, and any unrestricted fund balances are
considered as resources available for use. The General Fund is a major fund of the District,
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Governmental Fund Types {continued)

Special Revenue Fund accounts for proceeds of specific revenue sources (other than debt service,
enterprise funds, or major capital projects) that are legally restricted to disbursements for specified
purposes. Itincludes federal financial programs where unused balances are returned to the grantor at the
close of specified project periods as well as state grant programs. Project accounting is employed to
maintain integrity for the various sources of funds. The separate projects of federally funded grant
programs are identified in the Schedule of Expenditures of Federal Awards included in this report. in
addition, the Kentucky Education Technology System (KETS) allocation and local district matching funds
are being recorded in the special revenue fund as required by the Kentucky Department of Education.
These funds are restricted for the purchase of technology consistent with the District's approved
technology plan. The Special Revenue Fund is a major fund of the District.

Capital Projects Funds are used to account for financial resources to be used for the acquisition or
construction of major capital facilities and equipment {other than those financed by Proprietary Funds) and
to provide financial resources for debt service requirements.

The Support Education Excellence in Kentucky (SEEK) Capital Outlay Fund receives those
funds designated by the State as Capital Outlay Funds and is resfricted for use in financing
projects identified in the District’s facility plan, and certain operating costs.

The Facility Support Program of Kentucky (FSPK) Fund accounts for funds generated by the
building tax levy required to participate in the School Facilities Construction Commission's
construction funding and state matching funds, where applicable. Funds may be used for
projects identified in the District’ s facility ptan.

The Construction Fund accounts for proceeds from sales of bonds and other revenues to be
used for authorized construction, The Construction Fund is a major fund of the District.

The Debt Service Fund is used to account for the accumulation of resources for, and the payment of,
general long-term debt principal and interest and related cost; and, for the payment of interest on general
obligation notes payable, as required by Kentucky Law.

Proprietary Fund Types

These funds account for operations that are organized to be self-supporting through user charges. The funds
included in this category are Enterprise Funds.

Enterprise Funds are used to account for those operations that are financed and operated in a
manner similar to private business or where the Board has decided that the determination of
revenues earned, costs incurred and/for net income is necessary for management accountability.

The Food Service Fund is used to account for school food service activities, including the National
School Lunch Program, which is conducted in cooperation with the U. S. Department of Agriculture
{USDA). Amounts have been recorded for in-kind confribution of commodities from the USDA. The
Food Service Fund is a major fund.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Proprietary Fund Types {continued)

The School-wide Day Care Fund is used to account for after school and summer day care services
offered to the generat public.

The School Auditorium Fund is used to account for the funds donated in order to construct a school
auditorium once adequate funds are received. The general public will have access to the auditorium.

Fiduciary Fund Type {includes agency and private purpose trust funds}

Fiduciary Funds account for assets held by the District in a trustee capacity (trust funds) or as an agent on behalf
of others {agency funds).

The Agency Fund consists of Activity funds and accounts for activities of student groups and other
types of activities requiring clearing accounts. These funds are accounted for in accordance with
Accounting Procedures for Kentucky School Activity Funds.

The Private Purpose Trust Fund is used to report trust arrangements under which principal and
income benefit individuals, private organizations, or other governments.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds presented in the fund financial statements use the modified accrual basis of
accounting. Proprietary and fiduciary funds use the accrual basis of accounting.

The records of the District are maintained and the budgetary process is based on the modified accrual basis of
accounting. This practice is the accounting method prescribed by the Committee for School District Audits. The
District is required by state law to adopt annual budgets for the general fund, special revenue fund and capital
projects funds. Each budgetis presented on the modified actual basis of accounting which is consistent with the fund
financial statement presentation with the exception of employee benefits paid by the state on behalf of the district.
Such benefits are reported as expenditures in the General Fund financial statements based on labor distribution,
but are not included in the annuat budget.

For financial purposes, the accounting treatment applied to a fund is determined by its measurement focus. All
governmental funds are accounted for by using a current financial resources measurement focus. With this
measurement focus, only current assets and liabilities generally are included on the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in the fund balance.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Basis of Accounting (continued)

The financial statements of governmental fund types are prepared on the modified accrual basis of
accounting. On this basis of accounting, revenues are recognized when they become measurable and
available as assets. Expenditures are generally recognized under the modified accrual basis of accounting when
the related fund liability is incurred. An exception to this general rule is interest on general long-term debt, which is
recognized as an expenditure when paid. The proprietary funds are accounted for using the accrual basis of
accounting whereby revenues are recognized when they are earned and expenses are recognized when they
are incurred.

Exchange and Non-exchange transactions - There are two types of transactions: exchange and
nonexchange. The method of determining revenue recognition (i.e., accrual v. modified accrual) depends upon
the type of exchange as well as source of revenue. Exchange transactions occur when each party receives
essentially equal value. Non-exchange transactions occur when one party receives value without directly giving
equal value in return.

Modified Accrual - Revenue from non-exchange transactions (e.q., grants, entilements and donations) must be
available to be recognized. These sources of revenue are recognized in the fiscal year in which all eligibility
requirements have been satisfied. Under the modified accrual basis of accounting, revenues from exchange
transactions are recorded when susceptible to accrual, i.e., both measurable and available. Available means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period. For the
District, “available” means within sixty days of June 30. Property tax revenue is recognized in the fiscal year for
which the taxes are levied. Deferred revenue arises when assets are recognized before revenue recognition
criteria have been satisfied. Grants and entittements received before eligibility requirements are met are recorded
- as deferred revenue. Under the modified basis of accounting, expenditures are generally recognized in the
accounting period in which the related fund liability is incurred, if measurable. Allocations of cost, such as
depreciation, are not recognized in governmental funds.

Accrual - Under the accrual basis of accounting, revenues are recorded when an exchange takes place.
Expenses are recognized at the time they are incurred.

Encumbrance Accounting - Encumbrances for goods or purchased services are documented by purchase orders
or contracts. Under Kentucky Law, appropriations lapse at fiscal year end. Encumbrances outstanding at that time
are to be either canceled or appropriately provided for in the subsequent year's budget.

Investmenis

KRS 66.480 authorizes the District to invest in obligations of the United States, U.S. government obligations and
contracts, obligations of U.S. government corporations, certificates of deposit, uncollateralized CD’s, banker’s
acceptances, commercial paper, bonds of Kentucky, securities issued by states or local governments or shares of
mutual funds,

Investments are reported at fair value which is determined using selected bases. Short term investments are
reported at cost, which approximates fair value, Securities traded on a national or international exchange are
valued at the last reported sales price at current exchange rates and investments that do not have an established
market are reported at estimated fair value. Cash deposits are reported at carrying amount.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Budgetary Process

The District is required by state law to adopt annual budgets for the general fund, special revenue funds, debt
service fund and capital projects fund. Each budget is presented on the modified accrual basis of accounting
which is consistent with generally accepted accounting principles (GAAP).

The following procedures are followed in establishing the budgetary data reflected in the financial statements:

1. Prior to May 15 of the preceding fiscal year, the district prepares a tentative working budget for the next
succeeding fiscal year beginning July 1. The operating budget includes proposed expenditures and the
means of financing them.

2. A meeting of the Board of Education is then called for the purpose of adopting the tentative working
budget by May 15.

3. Prior to September 15, the working budget is legally enacted through passage of a resolution by the Board
of Education,

4, The budget must be submitted to the Kentucky Board of Education by September 15 for approvat.

Once the budget is approved, it can be amended at the Function and Fund level. Amendments are presented to
the Board at their reqular meetings. Such amendments are made before the fact.

Each budget is prepared and controlled by the budget coordinator at the revenue and expenditure function/object
level, Budgeted amounts are as amended. Individual amendments were not material in refation to original
appropriations. All budget appropriations lapse at year-end.

Cash and Cash Equivalents

The District considers demand deposits, money market funds, and other investments with an original maturity of
90 days or less, to be cash equivalents.

Inventories

Inventory in the General Fund consists of transportation suppties. All other supplies and materials in the General
Fund are charged to expenditures when purchased. Inventories are valued at cost using the first-in, first-out
method.

The Food Service Fund’s inventories consist of food and supplies valued at cost and government commodities,
whose value is determined by the U.S. Department of Agriculture.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Capital Assets

General capital assets are those assets not specifically related to activities reported in the proprietary funds, These
assets generally result from expenditures in the governmental funds. These assets are reported in the
governmental activities column of the government-wide statement of net assets but are not reported in the fund
financial statements. Capital assets ulilized by the proprietary funds are reported both in the business-type
activities column of the government-wide statement of net assets and in the respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and retirements
during the year. Donated fixed assets are recorded at their fair market values as of the date received. The District
maintains a capitalization threshold of one thousand dollars with the exception of computers, digital cameras and
real property for which there is no threshold. The District does not possess any infrastructure. Improvements are
capitalized:; the cost of, normal maintenance and repairs that do not add to the value of the asset or materially

extend an assets life are not.

All reported capital assets are depreciated, Improvements are depreciated over the remaining useful lives of the
related capital assets. Amortization expense for capital leases is included with depreciation expense. Depreciation
is computed using the straight-line method over the following useful lives for both general capital assets and

proprietary fund assets:
Governmental Activities

Description Estimated Lives
Buildings and improvements 25-50 years
Land improvements 20 years
Technology equipment b years
Vehicles 5-10 years
Audio-visual equipment 15 years
Food service eguipment 10-12 years
Furniture and fixtures 7 years
Rolling stock 15 years
Other 10 years

Property Taxes

Property taxes collected are recorded as revenues in the fund for which they were levied. The assessment date of
the property taxes is January 1 of each year. The levy is normally set during the September board meeting.
Assuming properly tax bills are timely mailed, the collection date is the period from September 15 through December
31. Collections from the period September 15 through November 1 receive a two percent discount. The due date is
the period from November 2 through December 31 in which no discount is allowed. Property taxes received
subsequent to December 31 are considered to be delinquent and subject to a lien being filed by the County Attorney.

The property tax rates for assessed for the year ended June 30, 2012, to finance the General Fund operations were
$.451 per $100 valuation of real property, $.451 per $100 valuation of business personal property and $.518 per $100
vatuation fro motor vehicles.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING PQLICIES (continued)

Property Taxes {continued)

The District levies a utility gross receipts license tax in the amount of 3% of the gross receipts derived from the
furnishings, within the county, of telephonic and telegraphic communication services, cablevision services, electronic
power, water, and natural, artificial and mixed gas.

Deferred Revenues

Revenues from federal, state and local grants are considered to be earned to the extent of expenditures made
under the provisions of the grant and, accordingly, when such funds are received they are recorded as deferred
revenues until earned in the governmental funds financial statements.

Accrued Sick Leave

The District allows employees to accumulate and carry over sick days from year to year. The amount of fotal days
that may be carried over from year to year is unlimited. Upon retirement from the school system, employees wiil
receive an amount up to thirty percent (30%) of the value of accumulated sick leave. Sick leave benefits are
accrued as a liability using the vesting method. An accrual for earned sick leave is made to the extent that it is
probable that the benefits will result in termination payments. 1t is deemed probable that benefits will be paid to
certified employees with twenty or more years experience and classified employees with ten or more years
experience. At June 30, 2012, the accumulated sick leave liability totated $740,799.

The entire compensated absence liability is reported on the government-wide financial statements. For
governmental fund financial statements, the current portion of unpaid accrued sick leave is the amount expected
to be paid using expendable available resources. These amounts are recorded in the account “accrued sick
leave” in the general fund. The noncurrent portion of the liability is not reported.

NOTE B - ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the U nited
States of America requires management to make estimates and assumptions that affect reported amounts of
assets, liabilities, designated fund balances, and disclosure of contingent assets and liabilities at the date of the
general purpose financial statements, and the reported amounts of revenues and expenditures during the
reporting period. Actual results could differ from those estimates.

NOTE C - CASH AND CASH EQUIVALENTS

The District's cash and cash equivalents consist of amounts deposited in interest bearing accounts. The
depository bank deposits for safekeeping and trust with the District's third party agent approved pledged securities
fo protect District funds on a day-to-day basis during the period of the contract. The pledge of approved
securities is waived only to the extent of the dollar amount of Federal Deposit Insurance Corporation (FDIC)
insurance.

At June 30, 2012, the carrying amount of the Dislrict's combined deposits (cash and cash equivalents) were
$5.442 431 and the bank balances were $10,013,109, which were covered by the combination of FDIC
insurance and collateral held by the District’s agent in the District's name at June 30, 2012.
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NOTE C - CASH AND CASH EQUIVALENTS (continued)

The carrying amounts of deposits in cash and cash equivalents reflected in the financial statements are:

Governmental funds $ 4,660,006
Proprietary funds 521,608
Fiduciary Funds 260,817

Total $§ 5442431
Custodial Credit Risk - Depgsits

Custodial credit risk is the risk that in the event of a depository institution failure, the District’'s deposits may not be
returned. The District does not have a deposit policy for custodial credit risk but rather follows the requirements of
KRS 41.240(4). As of June 30, 2012 aHl of the District's deposits meet current guidelines and none were exposedto
custodial credit risk,

The cash deposits held at financial institutions can be categorized according to three levels of risk. These three

levels of risk are as follows:
Category 1 Deposits that are insured or collateralized with securities held by

the District or by its agent in the District's name.
Category 2 Deposits that are collateralized with securities held by
the pledging financial institution's trust department or agent

in the District's name.

Category 3 Depaosits which are not collateralized or insured.

Based on these three levels of risk, all of the District's cash deposits are classified as Category 2.
NOTE D - INVESTMENTS

The private purpose trust funds consist of the following investments at June 30, 2012

Money market $ 96,372
Stocks and mutual funds 47,998
Debt securities 4,690,520

Total $ 4,834,890
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NOTE D - INVESTMENTS (continued)

Investments are included in the balance sheet at fair market value, under the caption Investments, The types of
investments categorized below represent all types of investments utifized by the District during the period as of
June 30, 2012:

Weighted Average
Fund Type Investment Type Fair Value Maturity {months} Rating
Private Purpose Trust Fund Money Market $ 96,372 NIA NR
Private Purpose Trust Fund Common Stock 657 NIA NR
Private Purpose Trust Fund Mutual Funds 47,341 NIA NR
Private Purpose Trust Fund Corporate 16,065 117 Al
Private Purpose Trust Fund Corporate 84,017 292 A2
Private Purpose Trust Fund Corporate 15,002 278 A3
Private furpose Trust Fund Corporate 20,414 156 B+
Private Purpose Trust Fund Corporate 26,023 171 BBB+
Private Purpose Trust Fund Kentucky Municipal 25,627 155 At
Private Purpose Trust Fund Kentucky Municipal 163,905 147 A2
Private Purpose Trust Fund Kenluecky Municipal 261,822 144 AA2
Private Purpose Trust Fund Kentucky Municipal 1,078,969 146 AA3
Private Purpose Trust Fund Kentucky Municipal 70475 228 AAA
Private Purpose Trust Fund Keniucky Municipal 27,035 217 BAA1
Private Purpose Trust Fund Kentucky Municipal 60,931 276 NR
Private Purpose Teust Fund U.S. Agencies 2,825,182 257 AAA
Private Purpose Trust Fund U.8. Agencies 15,053 73 NR

Total $ 4,834,800

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value and investment.
The District manages its exposure to declines in fair value by purchasing a combination of shorter and longer term
investments and by timing cash flows from maturities so that a portion of the portfolio is maturing or approaching
maturity evenly over time as necessary to provide the cash flow and liquidity needed for operations.

The trust agreements do not have-a formal investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.
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NOTE D - INVESTMENTS (continued)

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment.
Under Kentucky Revised Statutes Section 66.480, the District is authorized to invest in obligations of the United
States and its agencies and instrumentalities, obligations and contracts for future delivery or purchase of
obligations backed by the full faith and credit of the United States or of its agencies, obligations of any corporation
of the United States government, certificates of deposit, commercial paper rated in one of the three highest
categories by nationally recognized rating agencies and shares in mutual funds. The District's investment policy
only allows investment choices that are in compliance with the state statutes. All investments held by the District
are insured or collateralized with securities held by the District or by its agent in the District's name, except for the
money market mutual funds.

Under trust agreements, the District is authorized to invest in income producing assets which are insured by either the
federal or any state government, or instrumentalities thereof, or in items known as “investment grade securities.”
Prior to the death of the settler, the assets are required to be such items that will produce income free and clear of
federal and Kentucky income taxes. After the death of the settler, the investments are limited only to prevailing state
statutes.

Concentration of Credit Risk

The trust agreements do not place a limit on the amount the District may invest in any one issuer. More than five
percent of the trust's investments are in, U.S. agency, and Kentucky municipal bonds. These investmenis are 61%
and 36%, respectively, of the trust's total investments.
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NOTE E - CAPITAL ASSETS

OHIO COUNTY SCHOQL DISTRICT
Notes to the Basic Financial Statements

June 30, 2012

Capital asset activity for the year ended June 30, 2012, was as foilows:

Governmental Activities:
Capital assets not depreciated:

Land

Construction in progress
Total capital assets not depreciated

Capital assets depreciated:
Land improvements

Buildings
Equipment

Technology equipment

Vehicles

Tolal capital assets depreciated

Less accumulated depreciation:
Land improvements

Buildings
Equipment

Technology equipment

Vehicles

Total accumulated depreciation
Total capital assets depreciated, net
Total capital assets, net

Business-type activities:
Capital assels depreciated:

Equipment

Technology equipment
Total capital assets depreciated

Less accumulated depreciation:

Equipment

Technology equipment
Total accumulated depreciation

Total capital assets depreciated, net

Total capital assets, net

Balance Balance
June 30, June 30,
2011 Additions Deletions 2012
$ 456,873 $ - $ - $ 456,873

1,376,237 654,618 122,380 1,808,475
1,833,110 654,618 122,380 2,365,348
2,127,822 - - 2,127,822
67,772,426 31,310 8,868 67,794,868
3,282,901 40,003 34,892 3,297,912
3,222,762 463,122 407,345 3,278,539
4,214,793 39,621 4,175,172
80,630,704 534,435 490,826 80,674,313
990,724 94,910 - 1,085,634
23,450,712 1,423,205 8,425 24 865,492
1,485,468 196,222 17,780 1,663,910
2,231,122 459,170 387,937 2,302,355
2,751,459 300,214 39,621 3,012,052
30,909,484 2473721 453 762 32,929,443
49,721,220 (1,939,288) 37,064 47,744 870

$ 51,554,330 $(1.284,668) 159,444 $ 50,110,218
$ 1,248,645 $ 22.538 53,815 $ 1,217,369
29,865 - 3,201 26,664
1,278,510 22,539 57.016 1,244,033
805,167 52,964 52,893 805,237
19,930 3,013 3,201 19,742
825,097 55,977 56,094 824,979
453,413 {33,437) 922 418,054

5 453,413 $  (33,437) 922 $ 419,054

Depreciation expense was not allocated to governmental functions. It appears on the statement of activities as

"unallocated."
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NOTE F - BOND AND OTHER LONG-TERM DEBT

The District is required to make lease payments in amounts sufficient to satisfy debt service requirements on bonds
issued by the Ohio County Public School District Finance Corporation to construct school faciiities. Current
requirements for principal and interest expenditures are accounted for in the Building Fund in accordance with
state taw. The District is liable for all issues; however, School Facilities Construction Commission participates
by contributing those portions of debt that are appropriated in the State's biennial budget,

The District is contingently liable for the debt listed below under Kentucky School Facilittes Construction
Commission (KSFCC). The Kentucky General Assembly created the KSFCC for the purpose of assisting local
schools in meeting school construction needs.

The issue date, original amounts of the issue, interest rates, and balances are summarized helow:

fssue Criginal Amount Maturity Dates Interest Rates
2003A 2,460,000 2014 2.80-3.00%
2003B 3,030,000 2016 2.95-3.30%
2005 4,450,000 2020 3.375-4.10%
2008 11,105,000 2028 3.50-5.40%
2009 565,000 2029 3.875%
2010 930,000 2019 1.20-3.10%
2010 890,000 2030 1.40-4.80%
2010 2™° 1,615,000 2014 1.50%
2010 37° 1,340,000 2022 1.00-2.50%
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NOTE F - BOND AND OTHER LONG-TERM DEBT (continued)
Assuming the issues are not called prior to scheduled maturity, the minimum obligations at June 30, 2012 for debt
service are as follows, which includes “participation agreements” with the Kentucky School Faciiities Construction

Commission:

School Facilities Construction

Ohio County School District Commission

Year Principal Interest Principal Interest Total

2013 $ 844,216 $ 680,454 $ 735784 $ 142,572 $ 2,413,027
2014 855,034 670,342 699,966 123,746 2,349,089
2015 802,464 847,930 217,536 104,761 1,872,691
2016 931,177 619,496 223,823 98,466 1,872,862
2017 959,557 589,025 220,443 91,577 1,860,602
2018 992,880 551,992 227,120 84,089 1,856,081
2019 1,032,293 513,533 242,707 76,262 1,864,795
2020 1,075,297 473,555 134,703 67,814 1,751,368
2021 1,120,034 430,661 139,966 62,551 1,753,212
2022 1,159,256 - 392,397 145,744 56,772 1,754,170
2023 1,207,822 351,932 152,078 50,439 1,762,371
2024 1,261,170 298,198 158,830 43,688 1,761,886
2025 1,319,119 242,187 165,881 - 36,637 1,763,824
2026 1,376,755 183,596 173,245 29,272 1,762,869
2027 1,438,978 122,350 181,022 21,495 1,763,845
2028 1,370,765 56,958 189,235 13,282 1,630,240
2029 25,587 -335 49,413 4,696 79,361
2030 6,392 -603 38,608 2,397 48,794
2031 4,359 -189 30,641 736 35,546

Total $ 17,883,255 $ 6,833,479 $ 4,126,745 $ 1,111,252 $ 29,954,733

The District has entered into agreements to lease various faciities and equipment. Such agreements are, ]
substance, purchases (capital leases) and are reported as capital lease obligations.

Maturities of capital leases are as follows for the fiscal year ending June 30

2013 $ 148,835
2014 92,628
2015 14,136
2016 421

Total $ 250,800
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NOTE F - BOND AND CTHER LONG-TERM DEBT (continued)

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

PRIMARY GOVERNMENT
Leases $ 395,851 $ - $ 136,051 $ 258,800 $ 148,835
Revenue bonds 23,550,000 - 1,540,000 22,010,000 1,580,000
Accrued sick leave 806,865 12,362 78,428 740,799 095,765

$24,752,718 $ 12,362 $1,754,479 $23,010,699  $1,824,600

NOTE G - RETIREMENT PLANS

Kentucky Teachers' Retirement Systemn (KTRS}

The District contributes to the Teachers' Retirement System of Kentucky (KTRS), a cost-sharing, multiple
employer defined benefit pension plan. KTRS administers retirement and disability annuities, and death and
survivor benefits to employees and beneficiaries of employees of the public school systems and other public
educational agencies in Kentucky. KTRS requires that members of KTRS occupy a position requiring either a four
(4) year college degree or certification by KY Department of Education (KDE). Job classifications that permit
experience to substitute for either of these requirements do not participate in KTRS.

KTRS was created by the 1938 General Assembly and is governed by Chapter 161 Section 220 through Chapter
161 Section 990 of the Kentucky Revised Statutes {(KRS). KTRS issues a publicly available financial report that
includes financial statements and required supplementary information for the defined benefit pension plan. That
report can be obtained by writing to Kentucky Teachers’ Retirement System, 479 Versailles Road, Frankfort, KY
40601 or from the KTRS web site at http://iwww kirs.ky.gov/.

Funding poficy. Contribution rates are established by KRS, Members who established an account in a state
retirement system before July 2008 are required to contribute 10.355% of their salaries to KTRS. Members after
July 2008 contribute an additional 0.5%. The Commonwealth of Kentucky is required to contribute 13.105% of
salaries for members in a state retirement system before July 1, 2008 and 14.105% of salaries for members who
started their account after July 1, 2008. The federal program for any salaries paid by that program pays the
matching contributions.

Medical insurance Plan

Pian description: In addition to the pension benefits described above, Kentucky Revised Statute 161.675 requires
KTRS to provide access to post-employment heaithcare benefits to eligible members and dependents. The KTRS
Medical insurance benefit is a cost-sharing multiple employer defined benefit plan. Changes made to the medical
plan may be made by the KTRS Board of Trustees, the Kentucky Department of Employee insurance and the
General Assembly.

To be eligible for medical benefits, the member must have retired either for service or disability. The KTRS Medical
Insurance Fund offers coverage to members under the age of 65 through the Kentucky Employees Health Plan
administered by the Kentucky Department of Employee Insurance. Once retired members and eligible spouses
attain age 65 and are Medicare eligible, coverage is obtained through the KTRS Medicare Eligible Health Plan.
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NOTE G - RETIREMENT PLANS (continued)

Funding policy. In order to fund the post-employment healthcare benefit, active member contributions are
matched by the state at .75% of members’ gross salaries. Those who became members before July t, 2008
contribute 1.25% of salary to the plan. Member contributions are 1.75% of salary for those who became members
after July 1, 2008. Also, the premiums collected from retirees as described in the plan description and investment
interest help meet the medical expenses of the plan. Additionally, under the Shared Responsibility Plan, the local
school district employers pay 0.5% of members’ salary for the 2011-2012 fiscal year.

The District's total payroll for the year was $ 21,032,180. The payroll for employees covered under KTRS was
$ 15,415,128, For the year ended June 30, 2012, the Commonwealth contributed $ 1,812,640 to KTRS for the
benefit of participating employees. The District’s contributions to KTRS for the year ending June 30, 2012 were §
297,413, which represents those employees covered by federal programs,

Kentucky Teachers' Retirement System (KTRS) (continued)

On-behalf Payments: The District records the 13.105% and 14.105% contributions made by the Commonwealth of
Kentucky, as required to conform with generally accepted accounting principles. This amount was § 1,812,640.

County Employees Retirement Systemn (CERS)

Pilan Description: All full-time employees of the Ohio County School District that are not covered under KTRS, are
covered by the County Employees Retirement System (CERS), which is a cost-sharing multipie-employer defined
benefit plan. KRS 78.510 through 78.852 of the Commonwealth of Kentucky assigns the authorify to establish and
amend the benefit provision of the plan. The County Employees Retirement System issues a publicly available
financial report that includes financial statements and required supplementary information for CERS. That report
may be obtained by writing to Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville Road,
Frankfort, KY 40601-6124, or by calling 502-564-4646.

Funding Policy: CERS members are required to contribute 5% (6% starting September 1, 2011) of their gross
earnings to the pension plan. The District is required to contribute at an actuarially determined rate; the current
rate is 18.96% of the annual covered payroll. The contribution requirements of plan members and the employers
are established and may be amended by the CERS Board of Trustees as required by KRS 61.565.

The District's total payroll for the year ended June 30, 2012 was $ 21,032,180 and the payroll for employees
covered under CERS was $ 5,588,508,

The contribution requirement for CERS for the year ended June 30, 2012 was $ 1,345,935 which consisted
$ 1,059,582 from the District and $ 286,353 from the employees.

Benefits: The pension plan provides for retirement, disability, and death benefits. A member may retire after
reaching the age of 55 or accumulating 27 years of service with the District or another entity covered by the CERS.
Benefits vest after 5 years of service. Employees who retire at or after age 65 with 48 or more months of credited
service are entitled to pension payments for the remainder of their lives equal to between 2.0% and 2.2% of their
final, five-year average salary times the number of years for which they were employed by a participant in the
retirement system. The final compensation is the average of the five fiscal years during which the member had the
highest average monthly salary.
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OHIO COUNTY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2012

NOTE G - RETIREMENT PLANS {continued)

Pension provisions include death and disability benefits. Disability benefits are calculated the same as for normat
retirement except that additional years of service may be added to the employee’s account, depending on the
employee’s age and years of service. Death benefits payable to the beneficiary are based on the amount payable
had the member filed for retirement at the time of death. |f the beneficiary is one person, that person may choose
a lifetime monthly benefit.

Three-year Trend Information. Employer contributions (in thousands):

Net
Fiscal Required Percentage Pension
Year Contribution Contributed Obligation
2010 $ 897 100% $ -0-
2011 $ 933 100% $ -0-
2012 $ 1,089 100% 3 -0

NOTE H - COMMITMENTS AND CONTINGENCIES

The District receives funding from federal, state and local government agencies and private conltributions. These
funds are to be used for designated purposes only. For government agency grants, if the grantor's review
indicates that the funds have not been used for the intended purpose, the grantors may request a refund of monies
advanced or refuse to reimburse the District for its disbursements. The amount of such future refunds and
unreimbursed disbursements, if any, is not expected to be significant. Continuation of the District's grant programs
is predicated upon the grantors' satisfaction that the funds provided are being spent as intended and the grantors’
intent to continue their programs.

During the fiscal year ended June 30, 2012, The District received checks totaling $90,152 from Conseco Life
Insurance Company. By letter dated June 1, 2012, Conseco requested the return of the entire amount.
Discussions are now in process to determine who is the rightful owner of the funds. Until such time as ownership
has been established, the District has opened a separate interest bearing account to hold the funds. itis at least
reasonably possible the District will have to repay these funds,

The District is subject to various legal actions in various stages of litigation, the outcome of which is not
determinable at this time. Management of the District and its legal counsel do not anticipate that there will be any
material effect on the combined financial statements as a result of the cases presently in progress.

NOTE | - RISK MANGEMENT

The District is exposed to various forms of loss of assets associated with the risks of fire, personal liability, theft,
vehicular accidents, errors and omissions, fiduciary responsibility, etc. Each of these risk areas is covered through
the purchase of commercial insurance. The District has purchased certain policies, which are retrospectively rated
which include workers’ compensation insurance.

The District is exposed to various risks of loss related to limited torts; theft of, damage to and destruction of assets;
errors and omissions: injuries to employees; and natural disasters. The District participates in the Kentucky School
Boards Insurance Trust Liabifity Insurance Fund. These public entity risk pools operate as common risk
management and insurance programs for all schoo! districts and other tax supported educational agencies of

Kentucky who are members of the Kentucky School Boards Association.
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OHIQ COUNTY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2012

NOTE | - RISK MANGEMENT {continued)

Workers' Compensation The District pays an annual premium to each fund for coverage.
Contributions to the Workers’ Compensation Fund are based on premium rates established by
such fund in conjunction with the excess insurance carrier, subject to claims experience
modifications and a group discount amount.

Unemployment Insurance

The District obtains unemployment insurance coverage through the Kentucky School Boards
insurance Trust Unemployment Compensation Fund; however, the risk has not been transferred to
such fund. In addition, the District continues to carry commercial insurance coverage for all other risk
of loss. Settled claims resulting from these risks have not exceeded commercial insurance coverage
in the past three fiscal years.

NOTE J - COBRA

Under COBRA, employers are mandated to notify terminated employees of available continuing insurance
coverage. Failure to comply with this requirement may put the District at risk for a substantial loss (contingency).

NOTE K - DEFICIT OPERATING/FUND BALANCES
There are no funds of the District which currently have a deficit fund balance. The foEIowihg funds had operations

that resulted in a current year deficit of revenues over expenditures resulting in a corresponding reduction of fund
balance:

Special Revenue $ {184,875)
Construction Fund {103,702)
Debt Service Fund (42)
Food Service Fund (89,182)
Day Care Fund (11,448)
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OHIO COUNTY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2012
NOTE L - TRANSFER OF FUNDS

The folowing transfers were made during the year,

From To
Type Fund Fund Purpose Arnount

Operating 1 2 Operating $ 374,145
Operating 2 1 Operating 167,160
Operating 51 1 Indirect Costs 159,473
Operating 1 360 Construction 263,251
Operating 2 360 Construction 126,000
Operating 310 360 Construction 86,944
Operating 310 400 Debt Service 268,226
Operating 360 400 Debt Service 1,263,725
2,708,925

Operating 51 i Indirect Costs 159,473
$ 2,549,452

NOTE M - ON - BEHALF PAYMENTS

Far the year ended June 30, 2012, total payments of § 5,907,560 were made for life insurance, health insurance,
KTRS matching and administrative fees by the Commonwealth of Kentucky on behalf of the District. For the year
ended June 30, 2012, total payments of $ 878,356 were made for bond payments by the Kentucky School Facility
Construction Commission. These payments were recognized as on-behalf payments and recorded in the
appropriate fund's revenue and expense accounts on the statement of revenue, expenditures and changes in fund
balances.

NOTE N — FUND BALANCE

Nonspendable Fund Balance includes amounis that are (a) not in spendable form, or legally or
contractually required to be maintained intact. The "not in spendable form" criterion includes items that are not
expected to be converted to cash, for example: inventories, prepaid amounts, and long-term notes receivable.
At June 30, 2012, the District had nonspendable fund balances of $616,559 for Prepaid Expenses and Inventories in
the General Fund.

Restricted fund balances arise when constraints placed on the use of resources are either externally imposed by
creditors, grantors, contributors, or faws or regulations of other governments or imposed by law through constitutional
provisions or enabling legislation. At June 30, 2012, the District had the restricted $100,000 for sick leave
payable in the General Fund, $1,991,325 for capital projects in the Construction Fund; $33,567 in the SEEK Capital
QOutlay Fund; and $1,862 in the Debt Service Funds.
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QHIOQ COUNTY SCHCOL DISTRICT
Notes to the Financial Statements
June 30, 2012

NOTE N — FUND BALANCE {continued)

Committed fund balances are those amounts that can only be used for specific purpose pursuant to
constraints imposed by formal action of the government’s highest tevel of decision-making authority, which, for the
District is the Board of Education. The Board of Education must approve by majority vote the establishment
{and modification or rescinding) of a fund balance commitment. At June 30, 2012, the District had committed

$863,685 for new assets in the General Fund.

Assigned fund balances are those amounts that are constrained by the government's intent to be used for specific
purposes, but are neither restricted nor committed. The Board of Education allows program supervisors fo
complete purchase orders which result in the encumbrances of funds.

Assigned fund balance also include (a) all remaining amounts (except for negative balances) that are reported in
governmental funds, other than the general fund, that are not classified as nonspendable and are neither
restricted nor committed and (b) amounts in the general fund that are intended to be used for specific
purpose. At June 30, 2012, the District had assigned the following fund balances for Purchase Order
Obligations: $126,803 in the General Fund; and $119,069 in the Special Revenue Fund.

Unassigned fund balance is the residual classification for the general fund. This classification represents fund
balance that has not been assigned to other funds and that has not been restricted, committed, or assigned to
specific purposes within the general fund.

The District considers unrestricted amounts to have been spent when an expenditure is incurred for purpose for
which both restricted and unrestricted fund balance is available. Also, the District has established the order of
assigned, committed, and restricted when an expenditures is incurred for purposed for which amounts in any
of those unrestricted fund balance classifications could be used.

NQOTE O - PRIOR PERIOD ADJUSTMENT

The accompanying financial statements have been adjusted to show the correct balance of accrued liabilities at
year end and beginning of the year inventory. A portion of these adjustments pertained to prior years.

The effect of the restatement in the fund financials was to increase beginning fund balance by $ 392,125, to
increase inventory by $195,398, and reduce accrued liabilities by a net of $ 196,726.

The effect of the restatement in the government-wide financials was to increase beginning net assets by $901,689,
to increase inventory by $195,399, and reduce accrued liabilities by a net of $ 706,290.

NOTE P - SUBSEQUENT EVENTS

Legal proceedings brought against the District by a former employee were settied subsequent to year end. A
material amount was awarded, but the district believes that the settlement will be covered by insurance in its

entirety.

The District did not have any other subsequent events through November 13, 2012, which is the date the financial
statements were available to be issued for events requiring recording or disclosure in the financial statements for
the year ended June 30, 2012
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OHIC COUNTY SCHOOL DISTRICT
Requlred Supplemeniary Information
Budgetary Comparison Schedule - General Fund
For the year ended June 30, 2012

Budgeted Amounis

Actual

Variance with
Final Budget
Favorabie

Qriginal Final (Budgetary Basis) {Unfavorable)
Reventes
From local sources
Property taxes $ 3,640,000 3,640,000 5 3,773,471 ] 133,471
Motor vehicle laxes 600,000 600,000 624,208 24,208
Unmined minerals 150,000 450,000 474,974 24,874
Utility taxes 1,276,000 1,275,000 1,420,141 145,141
Franchise taxes - - - -
Other taxes 20,000 20,000 35,774 15,774
Revenue other tocal government uniis - - -
Tuition and fees - - - -
Transportation - - - -
Earnings on investments 50,000 50,000 24,547 (25,453}
Student activities - - - -
Communily service activities - - - -
Other local revenues 336,000 334,884 321,819 {13,065)
Stale sources - -
SEEK 16,040,000 16,040,000 16,549,498 509,498
Other 128,000 128,000 5,796,204 5,668,204
Federal - direct - 51,5098 51,509
Federal - indirect - - - -
Infermediate sources - - - -
Other revenues - - 675 675
Total revenues 22,230,000 22,537,884 29,072,820 6,534,936
Expenditures
Instruction 12,359,784 12,383,680 15,093,872 (3,610,199}
Support services
Student 576,998 981,478 1,229,506 (248,028)
nstruction staff 926,401 820,511 1,140,858 (220,347)
Dislrict adminisiration 1,008,982 1,518,878 493,610 1,025,268
School administration 1,565,074 1,684,269 1,908,986 (324,717)
Business 739,012 774,210 1,011,861 {237,651)
Plant operation and maintenance 3,493,546 3,448,611 3,780,473 {331,863)
Student transportation 2,251,893 2,251,461 2,791,280 {639,819)
Central office - - - -
Foed service operation - - 266 {266)
Community services - - - -
Facilities acquisition and consiruction - - - -
Other - - - -
Total expenditures 23,412,788 23,863,088 28,350,720 (4,487,621)
Excess (deficlt) of revenues over expenditures {1,173,78%) {1.325,215) 722,101 2,047,316
Other Financing Sources {Uses)
Capital lease proceeds - - - -
Operating transfers in 165,768 166,884 326,625 158,741
Operating transfers out {381,979 {459,444} {637,387} (177,953}
Total other financing sources {uses} (226,211 {202,580) {310,772) {18,212}
Excess {deficit) of revenues and other
financing sources over expenditures and
other financing uses (1,400,000} {1,617,775) 411,328 2,029,104
Net change in fund balances (1,400,000} {1,617,775) 411,329 2,029,104
Fund balange, June 30, 2011 1,400,000 1,617,775 2,403,629 785 754
Fund balance, June 30, 2012 $ - - $ 2,814 858 3 2,814,858

Note : On-behaif payments are riot budgetied.
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Revenues
From local sources
Property taxes
Motor vehicle taxes
Unmined minerals
Utllity taxes
Other {axes

OHIO COUNTY SCHOOL (HSTRICT
Required Supptementary information
Budgetary Comparison Schedule - Speclal Revenue Fund
For the year ended June 30, 2012

Varignce with

Revenue other focai government units -

Tuition and fees
Transportation
Earnings on invesiments
Student activities
Other local revenues
State sources
SEEK
Cther
Federal - direcl
Federat - indirect
Intermediate sources
Other revenues
Total revenues

Expanditures

Instruction

Support services
Studenl
Instruction staff
District administration
Schoot administration
Business

Plant operation and maintenance

Sludent transportation
Central office
Food service operalion
Community services

Facilities acguisition and construction

Other
Total expenditures

Excess {deficit) of revenues over expenditures

Other Flnancing Sources (Uses)
Operating transfers in
Operating transfers oul

Total other financing sources (uses}

Excess {deficit) of revenues and other

financing sources over expenditures and

other financing uses

Net change in fund balances
Fund bafance, June 30, 2011

Fund batance, June 30, 2012

Final Budget
Budgeted Amounts Actual Favarable
QOriginal Fina! (Budgelary Basis) {Unfavorable)

$ - - $ - % -
- - 793 793
57,500 57,500 - {57,500}
48,104 45,304 487,948 442,644
1,257,452 1,320,078 1,373,373 53,295
2,695,664 2,681,168 3,134,963 453,795

- 4,638 4,713 75

4,058,720 4,108,688 5,001,790 893,102
3,337,914 3,207,104 3,857,920 (560,726)
22,398 22,398 41,364 (18,966)
543,225 556,618 620,203 (63,588)
- 2,173 5,848 (3,676)
- 140,068 366,566 {226,498)
- - 1,561 {1,661}

79,866 80,866 62,093 18,773
8,014 8,014 7,868 146
395,904 389,062 384,689 4,373
4,387,321 4,496,389 5,348,111 (851,722)
{328,601} (387,702) (346,321} 41,380
378,869 450,747 374,154 (76,593}
{50,268) (77,768} (293,160) (215,392}
328,601 372,979 80,994 {291,985)

- (14,723} (265,328} (250,605)

- {14,723 (184,875} {170,153)

- - 583,348 593,348

$ - {14,723 $ 408,473 5 423,195
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OHIC COUNTY SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
June 3¢, 2012

Capital Outlay Debt Service Total Nonmajor
Fund Buiiding Fund Fund Gowi. Funds

ASSETS
Cash and cash equivatents $ 34,099 $ - $ 1,862 $ 35,961
Investments - - - -
Accounts receivable

Taxes - current - - .

Taxes - delinguent - - -

Other - N - -

tntergovernmental - State - - -

Intergovernmental - Federal - - -
Prepzid expense . - .
Due from other funds - - . -
Interest receivable -

Total assets $ 34,009 B - S 1,862 $ 35,961

LIABILITIES AND FUND BALANCES

Liabilities

Accounts payable $ - $ - $ - $ -
Retained percentage contracls - - - -
Accrued payrolt and related expenses - - -
Due to other funds - - -
Ceferred revenues - - -
Qbtigations under capital lease - - . -
Debt obligations . - .

Total iabilitles - - . R

Fund Balances
Nonspendable - - -
Restricted ’ 33,567 - 1,862 35,429
Commnitted - - -
Assigned - -
Unassigned 532 - 532

Totai fund balances 34,093 - 1,862 35,961

Total liabllities and fund balances $ 34,099 $ - % 1,862 8 35,961
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COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

Revenues
From local sources
Property taxes
Moler vehicle taxes
Unmined minerals
Utility taxes
Other taxes
Revenue other local government units
Tuition and fees
Transportalion
Earnings on investments
Student activities
Other local revenues
State sources
SEEK
Other .
Intermediate sources
Federal - direct
Immediale sources
Other revenues
Total revenites

Expendltures
Instruction
Support services
Student
instruction staff
District administration
School administration
Business
Plant operation and mainenance
Student fransportation
Central office
Food service operation
Communily service aclivities
Facilities acquisition and construclion
Other
Total expenditures

Excess {deficit) of revenues over expenditures

Other Financing Sources {(Uses)
Proceeds of refunding debt
Payment t¢ refunding debi escrow agent
Operating transfers in
Operating transfers ouf
Total other financing sources {uses)

Excess (deficit) of revenues and other
financing sources over expenditures and
other flnancing uses

Net change in fund balances
Fund balance, June 30, 20114

Fund halance, June 30, 2012

OHIO COUNTY SCHOOL DISTRICT

NONMAJOR GOVERNMENTAL FUNDS
For the year ended June 30, 2012

Total Nonmajor
Govwlt. Funds

$ 481,352

60,663

1,846,847

11,576

2,500,444

2,413,010

2,413,010

87,434

4,531,951
{1,618,835)

(86,944)

480

480
36,471

Capital Oullay
Fund Building Fund

$ - ] 481,352
- 60,663

355,702 721,710

355,702 1,263,725

355,702 1,263,725
{355,170} (1,263,725}
{355,170) (1,263,725)

532 -

532 -

33,567 -

$ 34,099 § -

3

35,961

50



OHIQ COUNTY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
COMBINING NONMAJOR PROPRIETARY FUNDS
June 30, 2012

School Age Chitd Schoot
ASSETS Care Program Auditorium Total
Current Assets
Cash and cash equivalents $ 5,335 5 3,502 $ 8,837
Accounts receivable - other 5,248 - 5,248
Inventories - - -
Total current assets 10,583 3,502 14,085
Noncurrent Assets
Capital assets - - -
Less: Accumulated depreciation - - -
Total noncurrent assets - - -
Total assets $ 10,583 3 3,502 3 14,085
LIABILITIES
Current Liabilities
Accounis payable 3 543 $ - 543
Accrued payroll and withholding obligations - - -
Total current liabilities 543 - 543
Total liabilities $ 543 3 - $ 543
NET ASSETS
Invested in capital assets, net of related debt - - -
Restricted 10,040 3,502 13,542
Unrestricted - - -
Total net assels $ 10,040 5 3,502 3 13,542
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OHIQ COUNTY SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

Operating Revenues
Food service safes
Cther operating revenues
Total operating revenues

Operating Expenses
Salaries and wages
Professional and contract services
Supplies and materials
Depreciation
Other operating expenses
Total operating expenses

Operating income (l0ss}

Nonoperating revenues {expenses})
Federal granis
State grants
Other stafe funding
Donated cemmodities
interest income

Total nonoperating revenues (expenses)

Net Income (loss) before transfers
Transfers out

Change in Net Assets

Total net assets, June 30, 2011

Total net assets, June 30, 2012

NONMAJOR PROPRIETARY FUNDS
For the year ended June 30, 2012

School Age Child

Care Program Total
97,472 97,472
97,472 97,472
104,466 104,466
395 394
4,060 4.080
108,920 108,921
{11,448) (11,449}
(11,448) (11,448)
(11,448) (11,448)
21,488 24,960
10,040 13,542




Cash Flows from Operating Activitles
Cash received from lunchroom sales
Cash received from government grants
Cash received from other activities
Cash payments {o employees for services
Less accrued liability
Cash payments {o suppliers for goods and services
Cash payments for other operating activilies
Net cash from operating activities

Cash Flows from Capita! Financing Activities
Transfers
Acguisition of capital assets
Disposal of capital assets
Net cash from capital financing activities

Cash Flows from Noncapital Financing Activities
Nenoperating granis received
Net cash from noncapital financing activities

Cash Flows from Investing Activities
Inferest on investments
Net cash flows from investing activities

Net increase in cash and cash equivalents
Cash and cash equivalenis - beginning
Cash and cash equlvalents - ending

OHIO COUNTY SCHOOL DISTRICT
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR PROPRIETARY FUNDS
For the year ended June 30, 2012

Reconciliation of Operating Income {Loss) to Net Cash

Provided {Used) by Operating Activities
Operating income {loss)

Adjustments to Reconcile Operating Income {Loss}

Net Cash Provided (Used) by Operating Activities

Depreciation
Interest
Loss on disposal of assets
Changes in assets and tabilities:
Receivables
Inveniory
Accounts payable
Accrued liabilities
Deferred revenue
Due to other funds

Net Cash Provided by Operating Activities

Noncash noncapital financing activities:

School Age Child Schoo!
Care Program Auditorium Total
3 - $ - -
95,539 - 85,539
(104,466) - {104,466)
{5,289) - (5,289)
{14,216) - (14,218)
(14,216} 3,502 (14,216)
18,551 3,502 23,053
$ 5,335 $ 7,004 12,338
3 {11,448) $ - (11,448}
to
(1,833} - (1,833}
{835} - {835)
$ {14,216} $ - (14,218
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OHIO-COUNTY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2012

Federal Grantor/Pass-Through Grantor/Program
or Cluster Title

Child Nutrition Cluster-Cluster
United States Department of Agriculture Pass-
Through Programs From Kentucky Department of
Education
School Breakfast Program
Total School Breakfast Program

National School Lunch Program
Total National Schoof Lunch Program
Summer Food Service Program for Children
Total Summer Food Service Program for
Children
United States Department of Agriculture Pass-
Through Programs From Kentucky Department
of Agriculture
Commodity Supplemental Food Program
Total United States Department of Agriculture Pass-
Through Programs
Total United States Department of Agricufture
Total Child Nutrition Cluster-Cluster
Education Technology State Grants Cluster-
Cluster
Department of Education Direct Programs
ARRA-Education Technology State Grants,
Recovery Act .
Department of Education Pass-Through Programs
From Kentucky Department of Education
Educational Technology State Grants
Total Fducational Technology State Grants
Total Department of Education
Total Education Technology State Grants Cluster-
Cluster
Special Education Cluster (IDEA)-Cluster
Department of Education Pass-Through Programs
From Kentucky Department of Education
ARRA-Special Education Grants to States,
Recovery Act
Total Special Fducation Grants to States,
Recovery Act
Special Education_Grants to States
Total Special Education Grants to States
Special Education_Preschool Grants
Total Special Education_Preschool Grants
Total Department of Education Pass-Through
Programs
Total Department of Fducation

Federal CFDA
Number

10.553
10,555

10,559

10,565

84.386A

84.318

84.391A

84.027

84.173

59

Pass-Through

Entity Identifying

Number

7760005
7750002

7740023

057502

3210002

3210002

3810002

3810002

3810002

Federal
Expenditures

(%)

1,088,352

1,088,352
434,107

434,107
19,489

19,489

82,509

1,624,457

1,624,457

1,624,457

5,630

16,278

16,278

21,908

21,908

258

258

856,744

856,744
56,340

56,340

913,342

913,342



QHIO COUNTY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2012

Total Special Education Cluster (IDEA)-Cluster

Title I, Part A Cluster-Cluster

Department of Education Pass-Through Programs
From Kentucky Department of Education

Title I Grants to Local Educational Agencies 84.010
Total Title I Grants to Local Educational

Agencies

ARRA-Title I Grants to Local Educational 84.389A

Agencles, Recovery Act
. Total Title I Grants fo Local Educational
Agencies, Recovery Act
Total Department of Education Pass-Through
Programs
Total Department of Education

Total Title I, Part A Cluster-Cluster

Other Programs
Department of Education Direct Programs
ARRA-Education for Homeless Children and 84.387A
Youth, Recovery Act

Education Jobs Fund 84.410
Total Department of Education Direct Programs :
Department of Education Pass-Through Programs
From

Career and Technical Education -~ Basic Grants 84.048

{o States '

Total Career and Technical Education -- Basic

Grants fo States

English Language Acquisition Grants 84.365
Total English Language Acquisition Grants

Improving Teacher Quality State Grants 84.367
Total Improving Teacher Quality State Grants

Migrant Education_State Grant Program 84.011
Total Migrant Education_State Grant Program

Rural Education 84,358
Total Rural Education

Title I State Agency Program for Neglected and 84.013

Delinquent Children
Total Title I State Agency Program for Neglected
and Delinquent Children
Total Department of Education Pass-Through
Programs

Total Department of Education
Total Other Prograriis
Total Expenditures of Federal Awards

80

3100002

3100002

3300002

EJOBO0

4620732

3300002

3230002

3160002

3140002

4100102

913,342

1,410,014

1,410,014

20,714

20,714

1,430,728

1,430,728

1,430,728

8,965

31,700

40,665

28,382

28,382

30,403

30,403
228,044

228,044
286,871

286,871
139,386

139,386
15,232

15,232

728,318

768,983

768,983

4,759,418




OHIO COUNTY SCHOOL DISTRICT
Notes to the Schedule of Expenditures of Federal Awards
Year ended June 30, 2012

NOTE A — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the schedule) includes the federal grant activity of
Ohio County School District under programs of the federal government for the year ended June 30, 2012. The
information in the Schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Because the Schedule presents only a selected portion
of the operations of the District, it is not intended to and does not present the financial position, changes in net
assets, or cash flows of the District.

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in OMB Circular A-87, Cost Principles for State, Local, and

Indian Tribal Governments, wherein certain types of expenditures are not aflowable or are limited as to
reimbursement.

Pass-through entity identifying numbers are presented where available.
NOTE C — FOOD DONATION

Nonmonetary assistance is reported in the schedule at the fair market value of the commodities received and
disbursed. At June 30, 2012, the District had food commuodities totaling $ 82,509 in inventory.

NOTE D - OTHER FEDERAL AWARDS

The District did not receive any noncash insurance or have any loan or loan guarantees outstanding at the end of
the year.
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ALEXANDER & COMPANY CPAS PSC

CERTIFIED PUBLIC ACCOUNTANTS
- SERVING OUR CLIENTS SINCE 1924 -

ROBERT E. NATION, CPA 1707 BRECKENRIDGE STREET, SUITE 1 DONALD W, HAAS, CPA
LARRY E. O’BRYAN, CPA OWENSBORO, KENTUCKY 42303 JERRY L. KELLER, CPA
J.L. BYRNE, CPA TELEPHONE (270) 684-3237 JENNIFER L. ESTES, CPA
W.A. (TONY)} BYRNE, CPA FAX (270) 684.3200 DONNA K. RISLEY, CPA
JOSEPH B. KELLER, JR,, CPA E-MAIL: ACORACOCPA.NET KAREN L. ROBY, CPA

CASSY P. JOHNSON, CPA, MA
JULIE GARVIN CPA, CMA, CFM

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Kentucky State Committee for School District Audits
Members of the Board of Education

Ohio County School District

Hartford, Kentucky

We have audited the financial statements of the governmental activities, the business type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of Chio
County School District (the District) as of and for the year ended June 30, 2012, which collectively comprise the
District's basic financial statements and have issued our report thereon dated November 12, 2012. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and the audit requirements prescribed by the Kentucky State Committee for School
District Audits in Appendix | to the Independent Auditor's Contract - General Audit Requirements, Appendix I to
the Independent Auditor's Contract - State Audit Requirements, Appendix Ilf to the Independent Auditor's Contract
- Audit Extension Request, and Appendix 1V of the Independent Auditor’s Contract — Instructions for Completion
and Electronic Submission of the Audit Report, ‘

Internal Control Over Financial Reporting

Management of the District is responsible for establishing and maintaining effective internal control over financial
reporting. In planning and performing our audit, we considered the District’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the District's internal
control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not affow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis.

62



Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above. However, we identified certain deficiencies in internal control over financial reporting, described in the
accompanying schedule of findings and questioned costs as 12-1, 12-2, and 12-3 that we consider to be significant
deficiencies in internal control over financial reporting. A significant deficiency is a deficiency, or combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion of compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards. In addition, the results of our tests disclosed no instances of material noncompliance with specific
statutes or regulations identified in Appendix If to the Independent Auditor's Contract - State Audit Requirements,

We noted certain matters that we reported to management of the District, in a separate fetter dated November 13,
2012.

The District's response to the findings identified in our audit is described in the accompanying schedule of findings
and questioned costs, We did not audit the District's response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the Board, others within the entity,
members of the Kentucky State Committee for School District Audits, the Kentucky Department of Education, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

;?Zé%“ A %/&*M 074 /s

Owensboro, Kentucky
November 13, 2012
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ALEXANDER & COMPANY CPAs PSC

CERTIFIED PUBLIC ACCOUNTANTS
- SERVING OUR CLIENTS SINCE 1924 -

ROBERT E. NATION, CPA 2707 BRECKENRIDGE STREET, SUITE | DONALD Y. HHAAS, CPA
LARRY E, O'BRYAN, CPA OWENSBORO, KENTUCKY 42303 JERRY L. KELLER, CPA
LL, BYRNE, CPA TELEPHONE (270} 684-3137 JENNIFER L. ESTES, CPA
W.A, {TONY) BYRNE, CPA FAX (270} 684.3200 DONNA K. RISLEY, CPA
JOSEPH B. KELLER, JR., CFA E-MAIL: ACO@ACOCPA.NET KAREN L. ROBY, CPA

CASSY P, JOHNSON, CPA, MA
JULIE GARVIN CPA, CMA, CFM

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Kentucky State Committee for School District Audits
Members of the Board of Education

Ohio County School District

Hartford, Kentucky

Compliance

We have audited Ohio County School District's (the District) compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each
of the District's major federal programs for the year ended June 30, 2012. The District's major federal programs
are identified in the summary of auditor's results section of the accompanying schedule of findings and questioned
costs, Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its major
federal programs is the responsibility of the District's management. Our responsibility is to express an opinion on
the District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America: the standards applicable to financial audits contained in Government Audiling Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audils of States, Local
Governments, and Non-Profit Organizations, Appendix | to the Independent Auditor's Contract — General Audit
Requirements, Appendix il to the Independent Auditor’s Contract — State Audit Requirements, Appendix il to the
Independent Auditor's Contract - Audit Extension Request, and Appendix IV to the Independent Auditor’s Contract
~ Instructions for Completion and Electronic Submission of the Audit Report. Those standards and OMB Circular
A-133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about the District's compliance
with those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the District's compliance with those requirements.

in our opinion, the District complied, in all material respects, with the requirements referred to above that coultd
have a direct and material effect on each of its major federal programs for the year ended June 30, 2012,
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Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing our audit, we considered the District's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program in order to determine the
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the District's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely

hasis.

Our consideration of internal control over compliance was for the fimited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal
contral over compliance that we consider to be material weaknesses, as defined above.

The District’s response to the findings identified in our audit is described in the accompanying schedule of findings
and guestioned costs. We did not audit the District's response and, accordingly, we express no opinion on the

responses.

This report is intended solely for the information and use of management, the Board, others within the entity,
members of the Kentucky State Committee for School District Audits, the Kentucky Department of Education, and
federal awarding agencies, and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

W./&M CA4s PS

Owensboro, Kentucky
November 13, 2012
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OHIO COUNTY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
June 30, 2012

SUMMARY OF AUDITORS' RESULTS

1. The opinion expressed in the independent accountants’ report was:
Unqualified 1 Qualified [ Adverse {1 bisclaimed

2. The independent accountant’s report on internal control over financial reporting described:

Significant deficiencies noted considered material
weakness{es)? [} Yes B4 None noted

Significant deficiencies noted that are not considered to be
material weakness{es)? B Yes [} None noted

Noncompliance considered materiat to the financial statements was disclosed by the audit?
(] Yes None noted

3. The independent accountants’ report on internal control over compliance with reguirements
applicable to major federal awards programs described:

Significant deficiencies noted considered material
weakness{es)? ] Yes ] None noted

Significant deficiencies noted that are not considered to be '
material weakness{es)? [} Yes None noted

4. The opinioh expressed in the independent accountants' report on compliance with requirements
applicable to major federal awards was:

& Unqualified (] Qualified [} Adverse [} Disclaimed

5. The audit disclosed findings required to be reported by OMB
Circutar A-133? ] Yes Xl None noted

8. The District's major programs were:

Cluster/Program CFDA Number
Title I, Part A Cluster:
Title | Grant to Local Educational Agencies (Title |, Part A of the ESEA) 84.010
Title | Grants to Local Educational Agencies, Recovery Act 84.389
Child Nutrition Cluster:
School Breakfast Program 10.553
National School Lunch Program 10.555
Summer Food Service Program for Children 10.559

7. The threshold used to distinguish between Type A and Type B programs as those terms are defined in
OMB Circular A-133 was $300,000.

8. The District qualified as a low-risk auditee as that term is
defined in OMB Circular A-1337 B Yes ] Nene noted
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OHIO COUNTY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs (continued)
June 30, 2012
FINDINGS - FINANCIAL STATEMENT AUDIT
12-1 Significant Deficiency:

Adjusting Journal Entries

Condition: During the course of our engagement, we proposed several audit adjustments in an
amount that were material to the financial statements.

Criteria: The District should have adequate controls in place over the processing and recording of
transactions to ensure that the financial statements are not materially misstated.

Cause: Journal entries associated reconciling accrued liabilities, recording inventory, and adjusting
debt were not recorded.

Effect: The adjusting journal entries affected the financial statements in a material amount.

Recommendation: We recommend that the District review the prior year-end auditor journal entries
and prior year comparative amounts during current year close to identify accounts that may need
adjustment prior to year-end.

Response: The District will review the prior year-end auditor journal entries and prior year
comparative amounts during current year close to identify accounts that may need adjustment prior
to year-end.

12-2 Significant Deficiency

Controls Over Financial Reporting

Condition: Inadequate design of internal controls over footnote disclosure.,

Criteria: The District should have adequate controls in place over footnote disclosure to ensure that
the financial statements are not materially misstated.

Cause: Lack of expertise with footnote disclosure.

Effect: There is the likelihood of a material misstatement in the presentation and disclosure of
related footnotes, occurring and not being detected by the finance officer.

Recommendation; We recommend that the finance officer obtain a current disclosure checklist from
the AICPA and review and answer the checklist to ensure proprietary and completeness of the
footnotes.

Response: The District will ensure the Finance Officer continues to provide the necessary financial
information to ensure the financial statements and footnote disclosures are a fair presentafion of the
financial operations of the District. The District Finance Officer will continue to review the financial
statements and footnote disclosures for accuracy.
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OHIQ COUNTY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs (continued)
June 30, 2012
FINDINGS - FINANCIAL STATEMENT AUDIT- {continued)

12-3 Significant Deficiency

Record Supply Inventory

Condition: Transportation supplies were not recorded at year end.

Criteria; The District should have adequate controls in place over inventory to ensure that the
financial statements are not materially misstated.

Cause; Transportation inventory had not been recorded in the past.

Effect: There is the possibility misappropriations by error or fraud could occur and not be
detected by the District's internal controls or the financial statement could be materially

misstated.

Recommendation: We recommend that a physical inventory be taken at least annually and
recorded during the fiscal year close.

Response: The District will conduct a physical inventory at least annually and record the
adjustment to inventory during fiscal year close.
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QOHIO COUNTY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs {continued)
June 30, 2012
FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAMS AUDIT

1. The audit did not disclose any audit finding that the auditor is required to report under Section
510(a) of Circular A-133,
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OHIO COUNTY SCHOOL DISTRICT
Summary Schedule of Prior Audit Findings
June 30, 2012
FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAMS AUDIT

1. The audit did not disclose any audit finding that the auditor is required to report under Section
510(a) of Circular A-133.
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ALEXANDER & COMPANY CPAs PSC

CERTIFIED PUBLIC ACCOUNTANTS
-SERVING OUR CLIENTS SINCE 1924 -

ROBERT E, NATION, CPA 2707 BRECKENRIDGE STREET, SUITE | DONALD W, HAAS, CPA
LARRY E. O’BRYAN, CPA OWENSBORO, KENTUCKY 41303 JERRY L. KELLER, CPA
J.L. BYRNE, CPA TELEPHONE {270) 684-3237 JENNIFER L. ESTES, CPA
W.A, (TONY) BYRNE, CPA FAX (270) 684-3200 DONNA K. RISLEY, CPA
JOSEPH B, KELLER, JR., CPA E-MAIL: ACO@ACOCPANET KAREN L. ROBY, CPA

CASSY P, JOHNSON, CPA, MA
JULIE GARVIN CPA, CMA, CFM

November 13, 2012

Ohio County Board of Education
Hartford, Kentucky

In planning and performing our audit of the financial statements of the Ohio County School District for the year
ended June 30, 2012, we considered the District's internal control in order to determine our auditing procedures for
the purpose of expressing an opinion on the financial statements and not to provide assurance on the internal
confrol.

However, during our audit we became aware of several matters that are opportunities for strengthening internal
controls and operating efficiency. The memorandum that accompanies this letter summarizes our comments and
suggestions regarding those matters, We previously reported on the District's internal control in our report dated
November 13, 2012. This letter does not affect our report dated November 13, 2012 on the financial statements of
the Ohio County School District.

We will review the status of these comments during our next audit engagement. We have already discussed
many of these comments and suggestions with various District personnel, and we will be pleased to discuss them
in further detail at your convenience, to perform any additional study of these matters, or to assist you in
implementing the recommendations.

Respectfully,

W#Z@WCM"“L

Alexander & Company CPAs PSC
Owensboro, Kentucky
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OHIO COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER COMMENTS
For the Year Ended June 30, 2012

CURRENT YEAR COMMENTS

Record Retainage

Condition: During the course of our engagement, we noted retainage was not being recorded on all projects.
Criteria: The District should have controls in place to record alf assets and liabilities.

Cause: District has not recorded retainage in the past.

Effect: The financial statements could be materially misstated.

Recommendation: We recommend that the District review all contracts at fiscal year end in order to record alt
retainage amounts.

Response: The District will review all contracts and record retainage at fiscal year end.

Credit Card Documentation

Condition; We noted minimal descriptions on credit card receipts and some did not contain authorized signatures.

Criteria: The District should have adequate controls in place over expenses incurred on the credit card and over
the related documentation.

Cause; District does have a policy to record descriptions on certain receipts, not all.

Effect: There is a possibility that an unsubstantiated charge would be paid or a charge could be recorded
incorrectly.

Recommendation: We recommend that the District enforce a policy where all relevant information is recorded on
credit card receipts. This would include general ledger account numbers, sighed authorization, purpose of
expense. Additional information would be required for travel expenses, such as who does the expense pertain to
and where the expense cccurred.

Response: The District Finance Officer will enforce the policy to ensure all relevant information is recorded on
each credit card receipt. This will include the general ledger account numbers, signed authorization and the
purpose of expense. The additional information required for travel expense, such as who does the expense
pertain to and where the expense occurred will also he enforced and provided on each credit card receipt.
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OHIO COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER COMMENTS
For the Year Ended June 30, 2012

CURRENT YEAR COMMENTS (Continued)

Accounts Regeivable Controls

Condition: it was noted during the audit that several receivables were not recorded.

Criteria: The District should have adequate controfs in place over receivables to ensure that the financial
statements are not materially misstated.

Cause: Receipts were not reviewed during fiscal close to determine they were recorded in the correct period.

Effect: Failure to record accounts receivable could lead to the financial statements being materially misstated.
Recommendation: We recommend that the District create a receipts journal to help organize incoming payments.
We also recommend that the accounts receivable account and all revenue accounts be reviewed during fiscal

close in order to ensure all receivables are recorded.

Response: The District has a receipts journal to help organize incoming payments. The District will review all
revenue accounts during fiscal year end close in order to ensure all receivables are recorded.

Review Redbook for School Activity Fund Compliance

Condition: It was noted during the audit that several schools were not in compliance with the Accounting
Procedures for Kentucky School Activity Funds.

Criteria: The District should adhere to the Accounting Procedures for Kentucky School Activity Funds.
Cause: Failure to review Redbook requirements.
Effect;

The following schools were not in compliance with the Accounting Procedures for Kentucky School Activity Funds
(“Redbook.”):

Horse Beaver

Southern | Western | Wayland | Fordsville | Branch Dam CCMS| OCHS
SOME PURCHASE ORDERS WERE DATED AFTER
THE INVOICES X X
CHECK DURING THE DISBURSMENT TEST
LACKED A SUPPORTING INVOICE X X b
FORM F-SA-8 NOT USED X X X
DISCREPENCY BETWEEN CHECK DISBURSMENT
AND PC AND INVOICE X X
No Form F-SA-15B was completed for the AP at
6/30/12 X
Official Form F-SA-10 {for transfers), was not used : X
F-SA-15 FORM FOR ANNUAL REPORT WAS NOT
USED X X X X X X X X

Recommendation: We recommend that the Redbook be reviewed annually for compliance.
Response: The District will review the Redbook Procedures with Principals and Bookkeepers.
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OHIO COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER COMMENTS {continued)
FOR THE YEAR ENDED June 30, 2012

UNCCRRECTED PRIOR YEAR COMMENTS

None noted.
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OHIO COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER COMMENTS (continued)
FOR THE YEAR ENDED June 30, 2012

RESQLUTION OF RECOMMENDATIONS MADE DURING THE PRECEDING AUDIT

The District facks proper segregation of duties over its financial reporting at the school level. A fundamental conceptin
a good system of internal controls is the separation of duties. The basic concept is that no employas should have access
to all phases of a transaction. Controls are less effective due to school bookkeepers' involvement in all phases of various
financial transactions. We recommend that the District develop procedures to monitor the financial activities of those
schoots where personnel are fimited.

District Correction - The District has implemented district level staff {bookkeepers) that report fo the District Finance
Officer to handle/oversee the school financial activities at each school. The Superintendent and Finance Officer review
the monthly financial reports for each schoolf on a monthly basis. The District will evaluate the cost/benefit of additional
staff to address the segregation of duties issue at the school level,

The District lacks proper controls for certain events to ensure that tickets shall be used for all events for which admission
is charged. Controls should be in place to ensure that all events for which admission is charged use tickets for each
event. Tickets for football games were not properly used in accordance with Accounting Procedures for Schoot Activity
Funds ("Red Book™). We recommend that the District develop procedures to monitor the use of tickets for all events for
which admission is charged.

District Correction — The District provides "Redbook” training for all newly hired Principals and Bookkeepers. All
principals and bookkeepers receive yearly training conducted by the superintendent and finance officer to address
specific district issues. The District will ensure that all schools are provided an overview of the Accounting
Procedures for School Activity Funds ("Redbook”) procedures regarding school activity funds and in particular the
procedure for ticket sales,
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